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PREFACE 


This report of the Commission on Medical Care Plans 
of the American Medical Association is the culmina- 
tion of a three and one-half year study of the various 
types of medical care plans throughout the United 
States. The 15-member Commission was appointed by 
the Board of Trustees on November 29, 1954 to de- 
termine whether current medical care plans are effec- 
tively promoting 1) the highest quality of health serv- 
ices, 2) the welfare of the public and the medical 
profession, and 3) the ethical standards of the medical 
profession. 

The Commission reviewed three broad areas: 

1. The nature and method of operation of the 
various types of plans through which persons re- 
ceive the services of physicians. 

2. The effect of these plans on the quality and 
quantity of medical care provided. 

3. The legal and ethical status of the arrange- 
ments used by the various plans. 

It also sought to determine: 

(a) What effect, if any, these plans have on the 
traditional patient-physician relationship. 

(b) Whether the introduction of a third party 
in this relationship tends to disturb it and to result 
in an inferior quality of medical care. 

(c) Whether there are plans in which the par- 
ticipating physician is violating the Principles of 
Medical Ethics. 

(d) Whether the plans will encourage the cor- 
porate practice of medicine, especially by hos- 
pitals. 

(e) What the proper relationship, if any, should 
be between the medical profession and all these 
third-party financial mechanisms. 

The Commission has recognized the need for ob- 
jective inquiry into some of these highly controversial 
areas. The six previous progress reports of the Com- 
mission reflect the efforts made to assure the collection 
of objective information to support conclusions and 
recommendations. It made every effort to ascertain the 
facts, to report impressions as they were received, and 
to formulate opinions founded upon impartial evalu- 
ation. There has been a continuing awareness that its 
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recommendations could serve as a basis for the further 
formulation of the profession’s attitudes toward the 
various types of medical care programs. 

No attempt has been made to develop a “blueprint” 
or so-called ideal form of medical care program, nor to 
argue the merits of one particular type of plan over 
another. The medical profession is fully aware of the 
increasing pressures for expanded medical services at 
lower costs to the public. The efforts of the profession 
are second to no group in striving to provide medical 
care of the highest quality. Medicine is therefore con- 
fronted with both a challenge and an opportunity; the 
challenge of assuming its proper role in demonstrating 
that voluntary programs for medical care can narrow 
the remaining gaps of care and cost, and the oppor- 
tunity of welcoming and encouraging experimentation 
by making available the counsel and leadership it is 
willing to assume and is capable of generating. 

Developments within these recent vears have amply 
demonsiraied that medicine is on the threshold of new 
scientific discoveries. The expanding horizons of medi- 
cine must be matched by the profession's ability to 
assist in making these improved standards of care avail- 
able to all who would avail themselves of them. 

The Commission’s study has attempted to summarize 
and correlate the various points of view, attitudes, and 
opinions of groups directly concerned in the provision 
of medical care. It presents information which has not 
been made available heretofore. It recommends pos- 
sible solutions to perplexing problems. It also raises 
questions which have vet to be answered. 

The members of the Commission who have grappled 
with these questions and issues deserve our gratitude 
for the devotion to the difficult task assigned to them 
by the Board of Trustees and the House of Delegates. 
They have helped to push aside misunderstanding and 
have substituted light where, sometimes, heat has pre- 
vailed. 

We know that many problems remain unsolved, but 
we hope that this report will be a constructive addition 
to the many profound observations regarding the pa- 
tient-physician relationship that previous Houses of 
Delegates have considered and enunciated. 


Leonard W. Larson, M.D. 
Chairman 
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INTRODUCTION 


This study is devoted primarily to an examination of 
those voluntary medical care plans and programs, other 
than hospitalization plans, through which people re- 
ceive the services of physicians for surgical and medical 
care. Prepayment plans represent the majority of those 
studied. However, other tvpes of plans such as occupa- 
tional health programs (including non-occupational 
medical care programs in industry and workmen’s com- 
pensation ) and student health services are included in 
order to permit the examination of certain character- 
istics and problems as they affect the relationships be- 
tween patient and physician, patient and plan, and 
physician and plan. 

This report is the product of numerous interviews, 
field studies, and conferences with representatives of 
local and state medical societies, individual physi- 
cians, and others. It has drawn upon the varied experi- 
ences and knowledge of the members of the Commis- 
sion, and has utilized the results of a number of surveys 
and compilations prepared by the staff. 

The research projects which provided the Commis- 
sion with statistical data and other background mate- 
rials were!; 

1. A detailed study of a group of prepayment 
plans, characterized as “miscellaneous and unclassi- 
fied plans,” to secure comparable data on structure, 
method of organization and operation, medical serv- 
ices provided, and other significant characteristics. 
This report contains an analysis of 107 such plans 
with an enrollment of over 3.5 million persons, and 
the results of a number of field studies of 19 plans in 
ten cities. A directory of 246 plans known to the 
Commission, with some salient characteristics, is also 
included. 

2. A review of the laws relating to the miscel- 
laneous and unclassified plans, including a descrip- 
tion of the relevant internal structure of the 
American Medical Association. 


1. These studies and compilations, with the exception of item 11., are 
included in Part 11 of the final report, which was distributed to the House 
of Delegates prior to the 1958 Annual Session in San Francisco. 


3. An analysis of Blue Shield plans to provide in- 
formation on the characteristics of these prepayment 
mechanisms and their benefit schedules for the 29 
most common surgical procedures. This report con- 
tains an analysis of the characteristics of the most 
widely held and most liberal certificates issued by 
64 Blue Shield plans with an enrollment of almost 27 
million persons. 

4. An analysis of the characteristics of 19 medical 
society approved plans, other than Blue Shield, with 
an enrollment of 3 million persons. 

5. A study of the contract provisions of the most 
widely held and most liberal policies issued by in- 
suring companies for group regular medical and 
surgical expense. This report contains an analysis of 
the provisions of contracts issued by ten such com- 
panies with an enrollment of over 24 million persons 
covered for surgical expense and more than 13 mil- 
lion for regular medical expense benefits. 

6. A similar survey among insurance companies 
writing individual and family surgical and regular 
medical expense policies. This report includes in- 
formation on contracts issued by 21 such companies 
enrolling an estimated 40% to 50% of all persons 
covered by such policies. 

7. Asurvey among almost 3,000 medical directors 
and physicians of in-plant nedical programs to de- 
termine the characteristics of industry programs 
concerned with occupational health and the medical 
and ethical relationships involved. This report con- 
tains information on 244 such programs serving al- 
most 1.5 million employees. 

8. The use of the same study schedule to secure 
information with regard to occupational disability 
programs (workmen's compensation). This report 
summarizes the responses of 201 employers with 
$60,000 employees. 

9. A compilation of selected statutory provisions 
of workmen’s compensation laws. 

10. An analysis of some monetary aspects of work- 
men’s compensation. 
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11. A review of the pertinent literature pertaining 
to student health services. 

12. The preparation of a compilation integrating 
policy statements of the House of Delegates with Ju- 
dicial Council decisions relative to pertinent sections 
of the Principles of Medical Ethics from 1847 
through December, 1957. 


The members of the Commission were divided into 
four committees by the Chairman in order to apportion 
the responsibilities for supervising the different re- 
search projects and to enable various Commission 
members to concentrate their efforts on specific areas of 
study. The full Commission, however, reviewed and 
acted on all projects and reports submitted by the indi- 
vidual committees. The formulations, conclusions, and 
recommendations embodied in this report reflect the 
opinions and judgment of the Commission as a whole 
(except where reservations or qualifications are noted ) 
rather than those of any individual member or of the 
members comprising a specific committee. 

The areas of study and the members of the Commis- 
- sion responsible for them were: 

1. Miscellaneous and unclassified plans, and stu- 
dent health services: H. Russell Brown, M.D., Chair- 
man; John F. Conway, M.D.; F. J. Elias, M. D.; and 
Leo Price, M.D. 

2. Medical society and related plans, including 
Blue Shield, and private insurance programs: Percy 
E. Hopkins, M.D., Chairman; E. J. Faulkner; Jay C. 
Ketchum; and Norman A. Welch, M.D. 

3. Industry programs providing non-occupational 
medical care, and occupational disability programs: 
William P. Shepard, M.D., Chairman; David B. All- 
man, M.D.; and H. Gordon MacLean, M.D. 

4. Policy statements of the House of Delegates 
and Judicial Council opinions relative to pertinent 
sections of the Principles of Medical Ethics: Homer 
L. Pearson, M.D., Chairman; Joseph D. McCarthy, 
M.D.; and James R. Reuling, M.D. 

The Commission’s Second Progress Report?, ap- 
proved by the House of Delegates at the 1956 Annual 
Session, cited the completion of what the Commission 
considered to be the first phase of its work; namely, the 
measurement of the major quantitative and historical 
aspects of its study. It also called attention to the fact 
that the Commission was faced with the more formid- 
able task of establishing criteria for the quality of med- 
ical care provided and for other qualitative aspects for 
which questionnaire techniques were not suitable. At 
the suggestion of the Board of Trustees, the members 
of one of the committees, together with the Chairman 


2. “Second Progress Report of Commission on Medical Care Plans” (Pro- 
ceedings of the Chicago Meeting, June 11-15, 1956), J].A.M.A. 162:485-486 
(Sept. 29) 1956. 


of the Commission in several instances, undertook a 
series of field trips to a number of major cities in which 
representative plans were located in order to secure 
additional information. 


Discussions with physicians serving various types of 
programs, together with meetings of officials and other 
representatives of local and state medical societies, 
enabled the Commission to grasp more clearly the is- 
sues and problems involved in providing medical care 
to members of the miscellaneous and unclassified plans, 
and in the legal and ethical aspects of the plans’ opera- 
tions. This was augmented by inspections of the physi- 
cal facilities and equipment of the plans, or of some of 
their units, studied (to the extent that time permitted ), 
examination of records, and intensive questioning re- 
garding various features of the programs for which the 
questionnaire surveys could not have been designed. 


The amount of time spent on the total study was 
therefore determined by the extent to which informa- 
tion became available to the Commission, by the recog- 
nition that different facets of the study required more 
time and effort and research than had originally been 
anticipated, and by the fulfillment of the objective that 
conclusions and recommendations would be valid only 
when supported by thorough and impartial documen- 
tation and observation, to the degree that this was 
possible. 


Before considering the conclusions and recommen- 
dations reached and the findings in the different areas 
of study undertaken, it might be well to point out that 
a study of the nature attempted cannot conceivably 
answer all of the questions which have arisen in the 
past, or which may be posed in the future, with regard 
to the multitude of medical care plans in existence. 
The Commission has endeavored to deal primarily with 
those elements and issues which, over the years, have 
appeared to be matters of particular interest and con- 
cern to the medical profession and which have tended 
to create a divergence of opinion regarding various as- 
pects of medical care provided by or through these 
programs. The resolutions referred to the Commission 
by the Board of Trustees and the House of Delegates 
in 1954 were of assistance in this regard in that they 
focused attention on some of the issues to be considered 
by the Commission. They were, accordingly, discussed 
at great length during the course of study. However, 
since the Commission considered that these resolutions 
had been referred to it for informational purposes only, 
no action was taken on them other than the one noted 
in its First Progress Report.® At that time, the Commis- 
sion recommended approvai by the House of Delegates 


3. “Supplementary Report of Board of Trustees: Progress Report of Com- 
mission on Medical Care Plans,” J.A.M.A. 159:1370-1379 (Dec. 3) 1955. 


TABLE 1. 


Scope of the Commission’s Study 


No. of No. i 
inception Persons Commission oF Physician Benefits Provided 
Study Program (rainiows) (Millions) Program to Program by Program 

in-plant Late 15.0 1.4 No choice Salary, contract, Ranges from first aid to comprehensive 
non-occupational 1800's (approx.) (majority of fee for service medical care 
medica! care programs) 
programs 
Misceilaneous Late 5.5 3.6 Ranges from choice Salary, contract, Ranges from diagnostic to comprehen- 
and unclassified 1800's (approx.) of physician to no fee for service sive medical care 
plans choice (majority: 

choice of physician 

within panel) 
Student 1861 1.0 957 Ranges from choice Salary, contract, Ranges from first aid to comprehensive 
health services (approx.) college of physician to no fee for service medical care 

health choice (majority: 
programs no choice) 

Occupational 1911 40.0-45.0 0.8 Ranges from choice Salary, contract, Ranges from limited benefits and dura- 
disability programs of physician to no fee for service tion to unlimited medical benefits 
(workmen's choice (majority: no 
compensation) choice) 
Medical society 1939 3.5 3.0 Choice of participat- Fee for service Surgical and medical 
approved plans ing physician 
(other than Blue 
hield) 
Blue Shield 1940 34.4 26.7 Choice of participat- Fee for service Surgical and medical 

ing physician 
Private insurance 1940's 39.0 24.3 Choice of physician Fee for service Surgical and medical 

(major (group) (group) 
development) 22.5 10. 
(individual) (individual) 


(approximate) 


*As of dates surveys were conducted. 


of the following resolution, which had been proposed 
by the Council on Medical Service: 

Wuereas, The medical profession is dedicated to the provision 
of medical care in the public interest; and 

Wuenreas, It is essential in providing the best medical care to 
the public that the profession be concerned not only with the 
planning ot facilities but also with the maintenance and improve- 
ment of standards therein; and 

Wuereas, The experience of the Council on Medical Service 
indicates that benefits may accrue to the public by encouraging 
state and county committee activities in this field; and 

Wuereas, The profession recognizes that the community has 
a vital concern regarding the availability and operation of medi- 
cal facilities, and 

Wuereas, Medical facilities are being sponsored or established 
by non-medical groups in some areas; therefore be it 

RESOLVED, That constituent associations and component so- 
cieties be encouraged to designate committees whose functions 
may include but need not be limited to: 

1. Maintaining continuous studies with respect to existing 
health facilities as well as needs; 

2. Consulting with groups having an interest in health facili- 
ties; and 

3. Advising groups or individuals interested in sponsoring, 
establishing or improving health facilities. 


4. Adopted at the 1955 Clinical Session as a substitute for Resolution No. 
12 (“Resolution on Relationship Between Component Couniy Svcicties and 
Lay-sponsored Health and Welfare Plans’’), which had been introduced at 
the 1954 Clinical Session by Dr. James Z. Appel of Pennsylvania. 


The accompanying chart indicates the variety of pro- 
grams studied, their dates of entry upon the panorama 
which the Commission was asked to view, the number 
of persons involved in these programs, the number in- 
cluded in the plans studied, the range of patient-physi- 
cian-plan relationships within these programs, and the 
scope of medical services offered. A cursory inspection 
of these components cannot begin to tell the story of 
the variety of forms of medical practice which even 
such presumably well-known mechanisms assume. 
Thus, as the essential ingredients of each program were 
separated and analyzed, the complexity of the study 
became increasingly apparent. Each area of study pre- 
sented different problems, different historical aspects, 
different social, economic, and ideological concepts, 
and different methods of operation—all of which have 
influenced in shaping and molding the attitudes and 
opinions of individual physicians and, at times, those 
of the profession as a whole. 

It should be borne in mind that when the Commis- 
sion reviewed the developments in each area of study 
and attempted to answer the questions which were 
posed by the objectives previously mentioned it was 
constantly alert to the issues and problems which have 
entered into the considerations of the local medical 
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societies, the House of Delegates, and the Judicial 
Council, as well as the motivations of individuals and 
g-oups other than the medical profession who are di- 
rectly involved in these programs. Conclusions and 
recommendations are therefore based upon a complex- 
ity of factors, all of which are interrelated. 

The format and organization of this report have been 
dictated by the Commission’s desire to make it as com- 
pact and concise as possible. The material selected for 
publication is that which has been considered of suffici- 
ent value and importance for the Board of Trustees 


and others to review and study. It is presented in a form 
which enables the reader to secure the benefit of the 
Commission's deliberations and then to proceed to 
greater detail if he so desires. 

This final report has been published in two parts. 
Part II, issued separately, contains the statistical data 
and background materials which were developed by 
the staff of the Commission. This volume, Part I, con- 
tains the reports of the various committees as adopted 
by the Commission, as well as the conclusions and 
recommendations reached. 
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DEFINITIONS EMPLOYED BY THE COMMISSION 


These plans, which may provide physicians’ services 
in the hospital, home, office, or clinic, directly, or reim- 
burse the members for such services, fall into three 
groups. They were defined by the Commission on the 
basis of the method of payment for physicians’ services 
and the relationship of the member of the plan to the 
physician: 

A. Cash indemnity.—Plans designed to assist persons 
in paying the cost incurred for medical care. Such plans 
allow maximum specified sums not necessarily related 
to the insured’s expense for the specified services. The 
insured may go to any physician of his choice. 

B. Service or full payment.—Plans designed to assure 
the patient that any medical service included in the 
plan will be provided in either of two ways: (1) 
through so-called open-panel arrangements where any 
physician may participate if he agrees to accept the 
fees listed in a predetermined schedule of benefits; or 
(2) through closed-panel arrangements where medical 
services are usually provided by physicians the number 
of which is determined by the plan. These latter are 
employed on a salary, hourly, or other contractual 
basis. Such plans may be (a) open to the general pub- 


lic, or (b) limited to a specific industry, union, or other 
circumscribed group. The patient may or may not have 
a choice of physicians within the closed panel. 

C. Combinations of indemnity and service or full 
payment.—Plans combining various aspects of cash-in- 
demnity and service-or-full-payment plans as described 
above. 

These definitions represent slight modifications of 
those originally adopted by the Commission as con- 
tained in its First Progress Report. The original defini- 
tions attempted to differentiate plans primarily accord- 
ing to relationships between the physician and the plan 
while also indicating methods of payment for medical 
services. Those given here place primary emphasis on 
the method of payment. Although either set of defini- 
tions would be valid, and although other definitions 
would perhaps be equally acceptable, the ones listed 
were decided upon because they would be more widely 
understood and more easily compared with other 
studies. 


#The analysis of the 107 plans in Appendix A of Part ll are based upon 
these definitions. 
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FOREWORD 


This report contains the results of the committee's 
study of the group of voluntary medical plans desig- 
nated by the Commission as miscellaneous and unclas- 
sified. These plans may be broadly characterized as 
those self-insured programs which provide or pay for 
physicians’ service in either the home, hospital, office, 
or clinic, or any combination of such services. They are 
not ordinarily identified or associated with other forms 
of voluntary medical care prepayment plans, such as 
medical society approved plans, including Blue Shield, 
or those of private insurance. Although some of the mis- 


cellaneous and unclassified plans provide for physi- 
cians’ services on the same basis as that of the voluntary 
prepayment programs with which most physicians are 
familiar, the majority offer direct medical services to 
the members through closed panels of physicians. 

Plans within this miscellaneous and _ unclassified 
group may be sponsored or financed by employers, em- 
ployees, unions, health and welfare funds, consumer or 
community groups, fraternal organizations, physicians 
in private group practice, or some combination of such 
sponsors. 
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Coverage in these plans at the end of 1954 consti- 
tuted less than 6% of all persons covered by medical 
and surgical expense benefits in all forms of voluntary 
medical care programs. However, their type of organi- 
zation and sponsorship, their methods of financing and 
of providing medical services, their scope of benefits 
and legal background, and their patient-physician-plan 
relationships make them of special interest to the med- 
ical profession. 

The results of the study are based upon two question- 
naire surveys conducted by the committee responsible 
for this phase of the Commission’s inquiry and on a 
series of field trips in which a cross-section of plans was 
visited and numerous interviews were conducted with 
physicians and lay administrators employed by these 
plans and with representatives and officials of local and 
state medical societies. 

One phase of the committee’s study deals with the 
characteristics of 107 of the approximately 250 plans 
believed to fall within the scope of its inquiry. The sur- 
vey findings are reported in Appendix A of Part II of 
this report. The enrollment in the 107 plans represents 
3.6 million of the estimated 5.5 million persons covered 
by such plans at the end of 1954.7 

A more complete description of the methodology em- 
ployed in securing information for this report is con- 
tained in this and in succeeding sections. Appendix A 
also contains a review of the origin and development of 
the miscellaneous and unclassified plans, outlining their 
historical background and citing examples of the dif- 
ferent forms they have taken. 

The following chapters describe the methods em- 
ployed by the committee in securing information from 
physicians serving these plans and from their lay em- 
ployees through visits to a number of facilities and 
through meetings with members and committees of 
local and state medical societies in the areas visited. 
These chapters contain the numerous observations 
made by the committee on various elements and char- 
acteristics of the plans as observed during these visits 
to 19 plans in ten cities. They discuss laws relating to 
these plans, and contain the conclusions of the com- 
mittee, based upon its findings. 

The first task of the committee and staff involved 
searching out and listing some 250 plans believed to 
come within the scope of the committee’s study. Data 
were first obtained in the early part of 1955 on an initial 
group of 212 plans with an enrollment of 4.9 million 
persons by questionnaire and from other sources. These 
data were reported in the Commission’s First Progress 


tAs this portion of the report is being prepared for publication, the total 
number of persons reported enrolled at the end of 1957, by all types of 
voluntary mechanisms, by category of benefit was: Hospitalization—123 
million; Surgical expense—109 million; Regular medical—74 million; Major 
hospital and medical—13 million. 


Report. A second, more detailed questionnaire was em- 
ployed in December, 1955, through which more com- 
plete information was secured from 107 plans with an 
enrollment of 3.6 million members and dependents. 
The information provided by the 107 plans was 
coded and recorded on IBM cards. The characteristics 
of these plans were then analyzed in accordance with 
the definitions and classifications originally adopted by 
the Commission in February, 1955. At a subsequent 
meeting of the committee, held in January, 1957, a mod- 
ification of the definitions adopted by the Commission 
was considered necessary by the members of the com- 
mittee. The analyses of the 107 plans as contained in 
Appendix A of Part II are therefore based upon these 
subsequent modifications. This was done in order to 
present the data in a manner consistent with current 
usage of terms to designate plans of different types and 
different methods of payment for services rendered. 
After the committee had analyzed the replies which 
miscellaneous and unclassified plans made to the com- 
mittee’s questionnaires, it reported to the Commission 
that this information could be considered an adequate 
sampling of the approximately 250 plans in existence. 
The returns were felt to represent a cross-section of the 
different programs and contained detailed information 
on enrollment, type of sponsorship, method of financ- 
ing, medical services rendered, organizational struc- 


_ture, and other quantitative elements included in the 


first objective of the Commission’s study. However, 
when an attempt was made to evaluate other character- 
istics of these plans in order to fulfill the objectives of 
the inquiry related to ethical and professional relation- 
ships, it was found that additional research techniques 
would have to be employed. 

The recommendation of the committee for a field 
study of a cross-section of these plans was concurred 
in by the Commission and reported to the Board of 
Trustees. In its supplementary report which the House 
of .Delegates approved in June, 1956, the Board of 
Trustees recommended that “the Commission explore 
first the possibility of conducting further inquiry by 
interviews, visits, or some other pilot-study techniques 
among a group of representative plans and medical 
societies. This approach would delineate those areas 
and elements with which it is concerned and assist it 
in arriving at criteria for further evaluation of these 
plans.” 

The committee proceeded immediately to arrange 
visits to several cities in which representative plans 
were located. In each of these areas meetings were held 
with physicians who represented component societies 
or constituent medical associations and who were in- 
terested in the study. Plan medical directors, repre- 
sentatives of lay administration, and individual par- 
ticipating physicians were interviewed. Interviews 
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were also held with chiefs of clinical services, special- 
ists, and generalists, including full-time and part-time 
physicians, all of whom were associated with these 
plans or under agreement to render medical services 
to be furnished or paid for by the plans. Visits to the 
plans involved an inspection of their equipment and 
facilities and an examination of various types of records 
in addition to the meetings mentioned above. The ob- 
servations based upon these visits and interviews are 
contained in the following chapter. 

As previously mentioned, although the group of mis- 
cellaneous and unclassified plans contain some indem- 
nity and service programs similar to those offered by 
Blue Shield and private insurance, in which the tradi- 
tional patient-physician relationships are retained, the 
majority of programs provide medical services through 
closed panels. This committee, therefore, devoted a 
major portion of its efforts to the evaluation of closed- 
panel plans, particularly when the study of the 107 
plans revealed that over 707 of the plans, with over 85% 
of the enrollment, were concerned in some measure 
with the closed-panel practice of medicine. 

These plans, which may provide physicians’ services 
in the hospital, home, office, or clinic, directly, or reim- 
burse the members for such services, fall into three 
groups defined by the Commission on the basis of the 
method of payment for physicians’ services and the re- 
lationship of the member of the plan to the physician:® 

1. Cash indemnity.—Plans designed to assist persons 
in paving the cost incurred for medical care. Such plans 
allow maximum specified sums not necessarily related 
to the insured’s expense for the specified services. The 
insured may go to any physician of his choice. 

2. Service or full payment.—Plans designed to assure 


5. As previously indicated, these definitions represent slight modifications 
of those originally adopted by the Commission, The original definitions at- 
tempted to differentiate plans primarily according to relationships between 
the physician and the plan while also indicating methods of payment for 
medical services. Those given here place primary emphasis on the method of 
payment, Although either set of definitions would be valid, and although 
other definitions would perhaps be equally acceptable, the ones listed were 
decided upon because they would be more widely understood and more 
easily compared with other studies. 


the patient that any medical service included in the 
plan will be provided in either of two ways: (1) 
through so-called open-panel arrangements, where any 
physician may participate if he agrees to accept the 
fees listed in a predetermined schedule of benefits; or 
(2) through closed-panel arrangements, where medi- 
cal services are usually provided by physicians the 
number of which is determined by the plan. These 
latter are emploved on a salary, hourly, or other con- 
tractual basis. Such plans may be (a) open to the gen- 
eral public or (b) limited to a specific industry, union, 
or other circumscribed group. The patient may or may 
not have a choice of physicians within the closed panel. 

3. Combinations of indemnity and service or full 
payment.—Plans combining various aspects of cash-in- 
demnity and service-or-full-payment plans as described 
above. 


The following sections of the report attempt, there- 
fore, to present the various characteristics, relation- 
ships, and other significant findings as they concern 
these plans from their early beginnings to their present 
stage of development. The use of any plan name is for 
illustrative purposes only; the omission of any name is 
not to be interpreted as ignoring or minimizing the 
plan’s existence or the service it renders. 

The committee believes that these visits and inter- 
views have enabled it to develop a better knowledge 
of the facilities, methods, and techniques utilized by 
these plans to provide medical care than could other- 
wise have been obtained. It learned something of the 
level of the qualifications of the physicians serving 
these plans and of the characteristics and general atti- 
tudes of the patients served. The committee feels that 
it would have been very difficult in any other way to 
have obtained a fair appraisal of the thinking and opin- 
ions of the physicians in these areas, and an estimate of 
the quality and quantity of the plans’ services to those 
enrolled, or to have reached conclusions regarding the 
ethical and legal considerations involved in the activi- 
ties of these plans. 


1. FIELD STUDIES AND OBSERVATIONS 
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Between June 28, 1956, and October 4, 1957, the com- 
mittee, accompanied in most instances by the Chair- 
man of the Commission, made 27 visits to 19 plans in 
ten cities.6 Some local units of plans with multiple fa- 
cilities were not visited. The total enrollment of the 
plans visited was more than 2.6 million of the 3.6 mil- 
lion persons covered by the 107 plans reporting in the 
survey, and more than 47% of the estimated enrollment 
of 5.5 million in all the plans of this type at the end of 
1954. Seventy-three physicians, including medical di- 
rectors, and 12 lay administrators employed by or serv- 
ing these plans were interviewed in the course of the in- 
spection of facilities, equipment, and records of these 


6. The committee has included in this count the visits to several facilities 
of particular plans, Although the medical groups of two large plans visited 
are separate and distinct entities, they have been treated as a unit in describ- 
ing the characteristics of the plan with which the groups are commonly 
identified. 


plans. In some instances, additional physicians who 
were on duty at the time of the visits were asked ques- 
tions about their work. The results of this study are 
discussed in subsequent pages of this report. 

Several other physicians were also interviewed 
about four other programs with which they were cur- 
rently or had been previously associated. The commit- 
tee also interviewed at considerable length the chair- 
man of the Committee on Medical Care for Industrial 
Workers, who has been directly involved over the past 
seven years with a number of the programs and prob- 
lems being considered by the Commission. His observa- 
tions and the documented records of that committee’s 
activities were particularly helpful in filling in some of 
the gaps in our own information, especially as they 
related to areas which the members of the Commission 
had not visited. 
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TABLE 2. 


Plans Visited by the Committee 


Location and Name of Plan 


Type of Services Provided 


Enroliment 


Date of Visit 


New York City 


Union Health Center, International 
Ladies’ Garment Workers’ Union 


Consolidated Edison Employees’ 
Mutual Aid Society 


New York Hotel Trades Council and 


Hotel Association Health Center, Inc. 
Medical Department, Pension Committee 


of the Joint Industry Board of the 
Electrical Industry 


Health Insurance Plan of Greater New 


York (three medical groups and 
administrative headquarters) 


Diagnostic and ambulatory medical care 


Comprehensive medical care 


Diagnostic, ambulatory, and in-hospital 


Diagnostic service only 


Comprehensive medical care 


155,000 

25,000 

34,000 

7,000 

500,000 
(Enrollment in three 
groups is 78,600 or 


approximately 15% of 
the total) 


June 28, 1956 
June 29, 1956 
June 29, 1956 


June 29, 1956 


June 30, 1956 


St. Louis, Missouri 
St. Louis Labor Health Institute 


Garment Industry Medical Center, ILGWU 


Comprehensive 


Diagnostic and ambulatory medical care 


medical care 


15,000 
5,500 


August 16, 1956 
August 16, 1956 


Chicago, Illinois 

Sidney Hillman Health Center 
Union Health Service, Inc. 
Chicago Health Center, ILGWU 
Union Eye Care Center 


Diagnostic and ambulatory medical care 


Comprehensive 


Diagnostic and ambulatory medical care 
Diagnostic and ambulatory ophthalmological 


medical care 


12,000 

8,500 
10,000 
80,000 


September 17, 1956 
September 17, 1956 
September 17, 1956 
September 18, 1956 


Beckley, West Virginia 


Beckley Memorial Hospital (United In-hospital, office, and out-patient medical § (See UMWA below) April 1, 1957 
Mine Workers of America Welfare care on a specialist level 
and Retirement Fund) 

Washington, D. C. 

UMWA administrative headquarters (See UMWA under Beckley, West Virginia) 1,000,000 April 2, 1957 

Labor Medical Center Diagnostic and ambulatory medical care 24,000 April 2, 1957 

Group Health Association, Inc. Comprehensive medical care 22,000 April 3, 1957 

San Francisco Area, California 

Permanente Medical Group (San Comprehensive medical care 315,000 September 30, 1957 
Francisco, Oakland, Walnut Creek) 

Southern Pacific Hospital Department Comprehensive medical care 74,500 October 2, 1957 

Palo Alto, California 

Palo Alto Medical Clinic and Stanford Comprehensive medical care 10,900 October 1, 1957 
University Student Health Service 

Los Angeles, California 

Southern California Permanente Comprehensive medical care 230,000 October 3, 1957 
Medical Group 

Ross-Loos Medical Group Comprehensive medical care 120,000 October 4, 1957 

Pacific Electric Railway Hospital Comprehensive medical care 5,700 October 4, 1957 


Association 


Total 2,654,100 


| 
| 
| 
| 
| 
care 


Before visiting any of the plans, the committee noti- 
fied the appropriate county and state medical societies 
of the visit and its purpose. Complete cooperation of 
the medical societies was obtained. They assisted both 
in arranging for such visits and in organizing meetings 
with officials, executive secretaries, and other repre- 
sentatives of the societies. 

The physicians who represented the local and state 
medical societies were either presidents, past presi- 
dents, trustees, secretaries, or chairmen of medical 
economics committees, union health center committees, 
health insurance committees, grievance committees, or 
UMWA liaison committees, as well as physicians serv- 
ing these plans. All of them were members of the medi- 
cal profession who, in one way or another, had some 
experience with the types of plans under consideration. 

Listed in Table 3 are the locations where such meet- 
ings were held, the dates of the committee’s visits, and 
the number of physicians attending each meeting. 


TABLE 3. 


Meetings with Officials and Representatives 
of County and State Medical Societies 


Location No. of Physicians 


New York City 
Five county societies and the 
state society 
St. Louis, Missouri 
St. Louis Medical Society and 
Missouri State Medical Associ- 
ation August 15, 1956 12 
Chicago, Illinois 


June 28, 1956 12 


Chicago Medical Society August 17, 1956 9 
Charleston, West Virginia 

County medical society March 31, 1957 4 
Beckley, West Virginia 

County and state medical 

societies April 1, 1957 9 
Washington, D. C. 

Washington Medical Society April 2, 1957 6 


San Francisco, California 
California Medica! Association; 
San Francisco, Almeda-Contra 
Costa, San Mateo, and Solano 
county medical societies 
San Joaquin County Medical 
Society 

San Jose, California 
Santa Clara County Medical 
Society October 1, 1957 8 

Los Angeles, California 
Los Angeles County Medical 
Association 


September 29, 1957 13 
September 30, 1957 


> 


October 2, 1957 12 
Total 89 
Each meeting, whether with medical society repre- 
sentatives or with physicians at the plans visited, was 
preceded by a detailed explanation of the purpose of 
the committee’s study as a part of the Commission's 
assignment. In each instance the chairman of the Com- 
mission or the chairman of the committee expressed 
the committee’s desire to secure all the information 
necessary for a factual and objective report. There was 
free and full discussion. The committee asked all ques- 
tions it felt were necessary to screen fact from hearsay 
and to explore the basis of opinions expressed. 
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This method of conducting meetings was particu- 
larly productive in that it enabled the members of the 
committee to evaluate various comments in the light of 
their own observations during the visits to plans and 
during their subsequent discussions with medical soci- 
eties. The committee heard many expressions of appre- 
ciation from within and without the societies for the 
objective manner in which the study was being made 
and for the interest of the A.M.A. in the problems un- 
der consideration, as well as of the hope for recommen- 
dations which could serve as guides to all concerned. 

These comments were of special interest to the com- 
mittee in view of the fact that in at least three cities, 
the committee was told, little or no contact had been 
established between the medical societies and these 
plans. These discussions appeared to stimulate greater 
interest on the part of both the plans and the medical 
societies in effecting closer working relationships for 
the purpose of either providing or seeking guidance 
and direction. 

There appeared to be just as many physicians in the 
plans who were uncertain of the true purpose of the 
Commission’s study and the committee’s visits as there 
were representatives of some medical societies. With 
the limited time available to make these studies, it was 
a task requiring a great deal of tact to secure the co- 
operation of all persons involved in getting a true 
picture of the status of these plans and the effectiveness 
of their operations. 

Before visiting each plan the committee acquainted 
itself with information which would be of assistance in 
evaluating the program, including as much background 
information as was available to it regarding the plan’s 
nature and method of operation. This information was 
assembled from the responses to the Commission's 
questionnaires, from articles, brochures, and publica- 
tions issued by or about the plans, and from material 
published in various publications of the American 
Medical Association and other medical societies. With 
this background of information the committee was bet- 
ter equipped to conduct its field trips and discussions. 

In an attempt to arrive at some determination of the 
quality of medical care rendered by the plans visited, 
the committee felt the need for a definition of good- 
quality medical care and for a list of criteria which 
could be applied to the characteristics of each plan. 

For the purpose of this research, the committee de- 
fined good-quality medical care as that service which 
uses every means available to secure and maintain a 
state of physical and mental well-being in the indi- 
vidual. Good-quality medical care results from the full 
use by the physician of his art, skill, and knowledge, 
and his utilization of the scientific facilities available 
to him. It depends upon the physician’s sincere interest 
in his patient and the patient's faith in his physician. 


> 


16 


In attempting to appraise the quality of medical care 
in the plans visited, it was necessary to develop a list 
of criteria. These are included in the table of contents 
of this chapter (page 13) and are more fully discussed 
on the following pages. Thus, in its visits the committee 
examined facilities, equipment, and in almost all in- 
stances, records as well. It discussed the scope of the 
medical services provided and the qualifications of 
physicians, and reviewed many other aspects of the 
programs, including hours of service, methods of fi- 
nancing, professional relationships, and characteristics 
of the membership groups served by the plans. 

The committee believes that it has studied repre- 
sentative operations of all the plans visited and that 
the method followed during the field trips enabled it 
to reach valid conclusions with respect to the organiza- 
tion and significant operations of the plans visited. 
The limitations of time did not permit exhaustive ex- 
ploration of every facet of each plan. The committee 
could not observe the examination of patients in every 
plan. 

The committee has attempted to avoid excessively 
detailed descriptions of the plans in this chapter. It has 
highlighted those facts and elements which will enable 
any person not thoroughly acquainted with the various 
characteristics of these plans to secure the advantages 
of the committee's observations. 


PHYSICIAN PARTICIPATION IN POLICY DECISIONS 
OF GOVERNING BOARDS 


Many physicians believe that direct participation in 
policy decisions is necessary, particularly where poli- 
cies are determined which may directly or indirectly 
influence the medical service rendered. Others feel 
that staff representation on the governing board, if ac- 
companied by voting privileges, places the physician 
in a difficult position should a factional dispute de- 
velop. In “Guiding Principles for Evaluating Manage- 
ment and Union Health Centers,” which was approved 
by the A. M. A. House of Delegates in Boston in No- 
vember, 1955, and revised in Philadelphia in December, 
1957, the Committee on Medical Care for Industrial 
Workers recognized this problem by stating: 

It is desirable that the governing body shall be composed not 
only of representatives of the lay group which furnishes the funds, 
representatives of the medical staff, and the medical administra- 
tor, but may also include representatives of the community. 
Its composition may be subject to the laws of the respective 
states... 

The center should have a full-time or part-time medical direc- 
tor who is a qualified doctor of medicine. He should have charge 
of the medical administration and participate, ex officio, in the 
deliberations of the governing board. 


7. “Report of Council on Industrial Health and Council on Medical Serv- 
ice” (Proceedings of the Atlantic City Meeting, June 6-10, 1955), J.A.M.A, 
158:837 (July 9) 1955. 


Among the 107 plans surveyed, almost one-third 
indicated that the medical staff is consulted on policy 
decisions through either the medical director or the 
plan’s consultant. Over 40% of all plans with some ele- 
ment of closed-panel direct-service arrangements have 
medical staff representation on policy-making bodies. 
This representation is accomplished in several ways, 
among which are the following: medical directors are 
either members ex officio, without vote; have the right 
to attend meetings, without vote; are invited to attend 
meetings, or the advice of the staff is sought in other 
ways. 

The committee’s visits revealed that the medical di- 
rector participated in the deliberations of the governing 
board in 12 plans. (The governing board in two plans 
was composed of the physicians in the medical partner- 
ship operating the plan). Seven plans did not provide 
for such participation. Among the 19 plans, at least 4 
provide for medical representation on their boards of 
directors by physicians who are not employed by the 
plan. In 3 plans their appointment to the board is a 
legal requirement of the enabling act of the state (IIli- 
nois), which requires that at least 30% of the board of 
directors must be physicians and that the medical di- 
rector shall participate in the deliberations of the board 
without the right to vote. 


PHYSICIAN PARTICIPATION IN POLICY DECISIONS 
ON THE STAFF LEVEL 


The methods and extent of staff participation in de- 
cisions affecting policy are usually determined by the 
medical directors of the plans. 

In three plans visited by the committee the medical 
director alone established policy on a staff level and 
supervised medical services. In 16 others the staff 
physicians met with the medical director at various 
intervals to discuss and determine medical policy. In 
9 of these 16, specially selected groups of staff mem- 
bers were appointed by the medical director or the 
staff to represent the staff in policy decisions. Thus, in 
one plan, a medical control board was composed of 24 
members, consisting of the chief of each specialty serv- 
ice plus three physicians elected by the general med- 
ical staff. In one plan, the by-laws made provision for 
a professional association of staff members to determine 
medical policy as well as to serve as a grievance and 
negotiating committee. In one plan a medical audit 
committee reviewed records and made its recommen- 
dations to the medical director. The committee learned 
that in four plans there was a decentralization of ad- 
ministrative and professional responsibilities among 
the staff members through various committees formed 
to assist the medical director in the establishment of 


medical policy. In the medical group of one plan, the 
physicians have organized themselves into a guild 
which acts in behalf of the physicians on various pro- 
fessional and policy problems, including remuneration 
and working conditions. 

The methods described above are exclusive of those 
discussed in the next section. 


MEDICAL ADVISORY COUNCILS 


The committee's study of 107 plans inquired into the 
presence of medical advisory councils. Such councils 
or committees may be established by plans to assist 
the governing board and the medical director and his 
staff by recommending various administrative, profes- 
sional, and technical procedures, by passing on the 
qualifications of physicians, by acting as a mediation 
or grievance committee, and by serving in other con- 
sultative capacities whenever needed by the medical 
administrator. These councils or committees are usually 
composed of physicians who are prominent in their spe- 
cialties in the community or who have established rep- 
utations in organizational or institutional activities. 
Occasionally, staff physicians, other than the medical 
director will be represented on such committees. 

The majority of the 107 plans (over 54%) were found 
not to have medical advisory councils. If plans with 
exclusively open-panel arrangements are excluded, it 
is found that approximately half of the closed panels 
have such councils. 

In the plans visited by the committee, four providing 
ambulatory care and seven providing comprehensive 
care did not have such committees. One of the medical 
directors felt that the presence of two physicians on 
the board of directors of his plan obviated the need 
for an advisory committee; others felt that they were 
capable of maintaining high-quality medical service 
without such councils. 

The remainder of the plans visited have such coun- 
cils and utilize their services in a number of ways. One 
plan has a 20-member council which includes the med- 
ical director and three chiefs of staff of the center ap- 
pointed by, and representing, all chiefs of staff. Mem- 
bers of the council may be removed by a vote of the 
majority of the board of directors at any special meet- 
ing, but this decision must be concurred in by a ma- 
jority vote of the advisory council itself. The duties of 
this council are to promulgate rules and regulations 
relating to professional and technical services, to ex- 
amine qualifications of physicians recommended by 
the medical director, to hear and adjudicate disputes 
between patients and physicians with respect to pro- 
fessional and technical services, and to make recom- 
mendations to the board of directors. Any decision of 
the advisory council on a professional matter may be 
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overruled by the board of directors only with the con- 
currence of a majority of the members of the council. 
The executive committee of the council acts for it be- 
tween its meetings. The medical advisory council has 
several standing committees dealing with (1) profes- 
sional standards; (2) records, statistics, and costs; (3) 
public relations; (4) grievances; (5) health education 
and preventive medicine; (6) committee reports; and 
(7) policy. 

Another plan has what it calls a medical control 
board, composed of 15 members who are appointed 
from nominations made by medical groups (5), from 
the academy of medicine (1), and from county medical 
societies (if they choose to make such appointments, 
which they do not), together with 2 medical members 
of the board of directors. The medical control board 
has issued a publication outlining various professional 
standards for physicians to be employed, types of rec- 
ords to be maintained, reports to be submitted, types 
of professional services to be provided, and conditions 
under which they are to be rendered. The standards 
describe in general terms the administrative organiza- 
tion of medical groups, the composition and size of the 
medical staff, the functions of physicians serving the 
medical groups, and various definitions of the 12 basic 
specialty services offered. The standards also contain 
recommendations regarding locations, office hours, 
physical facilities, and equipment. The medical control 
board may, for cause, make exception to its standards. 

One of the complaints voiced to the committee by 
several physicians working in the different medical 
groups of this plan was that the groups did not have 
sufficient voice and representation on the medical con- 
trol board. This advisory group has been engaged in 
studies on the quality of medical care which have been 
carried out by the plan among its medical groups. 


LAY DOMINATION 


In all but two plans visited, the governing boards were 
composed predominantly, and in most cases entirely, 
of lay persons. This organizational structure could, of 
course, lead to lay domination of medical matters de- 
spite procedures adopted in some plans to give physi- 
cians a voice in management. 

A large number of physicians interviewed (including 
some affiliated with these plans) were concerned about 
this possibility. This concern was based on the convic- 
tion that physicians alone are qualified to determine 
medical policies. The inherent danger in the organiza- 
tional structure of the plans is that lay persons may 
influence the quality and quantity of medical care and 
determine the facilities, equipment, drugs, or method 
of treatment which will be emploved. One means of 
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doing so is to control expenditures, particularly com- 
pensation to physicians. 

Most of the plans visited employed lay administra- 
tors. Lay administrators also present the possibility of 
lay domination. It is fully recognized that the busi- 
ness affairs of a plan should be in the hands of a com- 
petent administrator. In some plans the chief adminis- 
trator is a physician who has the over-all responsibility 
for both medical and business matters. In conducting 
business affairs he may be assisted by lay employees. 
In many plans, however, a layman is the business ad- 
ministrator whether he be called an executive secretary 
or a business manager or by some other title. In plans 
that use promotional material, the lay administrator of- 
ten has considerable authority with respect to its con- 
tent. It is possible that the power and dominance of such 
a position may affect medical practice unfavorably. 

In the plans visited, the members of the medical 
staffs interviewed stated that they had experienced no 
lay domination in their particular plans. One medical 
director's comments were to the effect that there was 
never any “conscious interference” by the board of 
directors and that any problems of this nature which 
arose were satisfactorily resolved. The medical direc- 
tors of two groups associated with one plan cited ex- 
amples of attempts at lay domination at various times 
which they had been successful in resisting. The guild 
in the one plan previously referred to was organized by 
the physicians in order to prevent lay interference which, 
the committee was informed, has never materialized. 

The committee, in the course of its field trips, ob- 
served no lay interference with the rendition of medical 
services. In some instances, however, the committee 
believed that the lay administrator interfered with the 
medical staff in the latter’s efforts to furnish information 
sought by the committee. 


COMPOSITION AND PAYMENT OF THE 
PROFESSIONAL STAFF 


Composition of the professional staff varies consider- 
ably among the plans. The committee sought to deter- 
mine the status of the physicians employed by the plans 
visited, their method of payment, and the amount of 
remuneration. 

In one diagnostic plan, there are seven part-time 
board-certified physicians. Each one receives $10 per 
hour. The medical director also serves on a part-time 
basis; his salary was not indicated. 

One ambulatory medical care program employs ap- 
proximately 12 full-time physicians, 67 part-time physi- 
cians in general medicine who receive between $5.00 
and $7.50 per hour, and 93 part-time consultants who 
receive from $6.00 to $19.50 per hour. Half-time physi- 
cians (20 hours per week) receive $4,000 to $8,000 per 


year plus vacations, sick leave, hospitalization insur- 
ance, and other fringe benefits. Two specialists at this 
center, both chiefs of sections, told the committee that 
they felt compensation should be better. 

One ambulatory medical care plan employs approxi- 
mately 184 physicians. In addition to the full-time med- 
ical director, there are approximately 30 general 
practitioners, 137 specialists, and 16 consultant special- 
ists. Hourly rates of pay are $6 for general practitioners, 
$10 for specialists, and $25 for directors of services. 

Ophthalmologists in one ambulatory plan receive 
$10 per hour. 

In one ambulatory medical care plan the range of 
payment to 17 part-time physicians is from $6.41 to 
$12.11 per hour. Board-certified physicians start at $9 
per hour. The medical director is part-time; his salary 
was not indicated. 

One ambulatory medical care plan employs 30 part- 
time board-certified physicians. They receive $9 per 
hour to start, $9.50 after one vear’s service, and $10 
after two years. 

One ambulatory medical care plan employs 27 part- 
time physicians at $8.50 per hour. The medical director 
is half-time (20 hours ). 

The five physicians in one ambulatory medical care 
plan are on a partnership basis. Consulting surgeons 
and specialists are on a fee-for-service basis. 

In one plan, approximately 6,800 physicians are ap- 
proved to render medical and surgical care. Physicians 
are either on a fee-for-service or retainer basis; no 
breakdown is available since retainers are agreed upon 
between the individual physician and the plan. The 
plan did, however, have figures on full-time employ- 
ment in its hospitals, and on remuneration. The hos- 
pitals employ 120 full-time physicians. House physi- 
cians (residents and general practitioners ) receive be- 
tween $12,000 and $14,000. Board-eligible physicians’ 
salaries range from $15,000 to $16,500. The range for 
board-certified physicians is from $17,000 to $25,000, 
depending upon age, specialty, experience, and other 
factors. All physicians receive annual increments up to 
five vears of service. They may attend two national and 
one state professional meetings a year with compensa- 
tion. A non-contributory pension plan provides physi- 
cians $300 per month, in addition to OASI benefits, at 
age 65 after 20 years of service. There is also a provi- 
sion for retirement at age 70 after 15 years of service. 

The following information applies to employment 
and remuneration in nine comprehensive plans. 

One plan has over 150 physicians, including 4 full- 
time and 31 part-time, 49 district physicians, and 58 
consultant specialists. Part-time physicians receive be- 
tween $5.50 and $10.25 per hour. District physicians 
and consultants receive fees for service. Full-time phys- 
icians are on salary. 


One plan’s medical groups employ a total of 1,000 
physicians. The groups operate, in the main, on a part- 
nership basis. An undetermined number of physicians 
who are not partners are on a salary basis. Physicians 
in certain specialties whose services are used for special 
cases receive fees for service. In one medical group 
visited, 33 of the 42 physicians are partners; 9 of these 
non-partners have one-year contracts. Salary for the 
latter starts at $7,500 and goes up to $9,000. A point 
system is used to determine each partner's share of the 
income. In another group visited, most of the 32 physi- 
cians are partners. Remuneration is based upon a for- 
mula which considers experience, length of service, 
hours of work, and number of services rendered. Vari- 
ous maximum limits are imposed by these groups on 
the last factor in order to discourage physicians from 
taking advantage of the formula. In another medical 
group Visited by the committee, 26 of the 30 physicians 
are partners and 4 are on contract. Physicians may see 
their non-insured private patients at the clinic. They 
pay the group 30 percent of their gross income from 
this outside source, up to a maximum of $150 per 
month, for the privilege of using these facilities. 

In one plan, over 50 part-time physicians are em- 
ployed. Most physicians are paid on an hourly basis 
which is computed on a “going annual rate,” the mini- 
mum being $12,574 for internal medicine. Surgeons and 
physicians in certain specialties are paid a straight 
salary computed on a maximum basis of $18,000 per 
year and scaled downward according to specialty. 

In one plan, 18 full-time and 18 part-time specialists 
are employed. Full-time physicians’ salaries range from 
$10,000 to $12,000 per year, with yearly increments of 
$300 up to a maximum of $3,000. Consultants are on a 
fee-for-service basis. 

The committee was informed by some physicians 
that their salary or hourly rates compared favorably 
with the going rate in the community. They also noted 
that they were relieved of customary office expenses, 
and were satisfied with the payment received. Other 
physicians stated that they felt that hourly rates should 
be increased. 

One plan employs a part-time medical director, 49 
part-time board-certified or board-eligible physicians, 
43 residents, and 23 interns. It has arrangements with 
640 local physicians who provide out-patient care in 
various areas in which employees live. Part-time physi- 
cians average $7,200 yearly for about half-time work. 
Most of the local physicians are on a fee-for-service 
basis; a small percentage are on retainer. 

One plan has a half-time medical director, a full-time 
general practitioner, and 15 part-time board-certified 
or board-eligible physicians who serve in the clinic. 
Their hourly pay ranges from $8 to $25, depending on 
specialty. One hundred physicians serve as a panel to 
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provide emergency and ambulatory care in outlying 
areas. Of these, 90% are on a fee-for-service basis; the 
others are on retainer. 

One plan has a total of 90 full-time physicians; 62 
are partners and the remainder are “probationers” on 
salary. After one year’s service, probationers can be 
voted into the partnership by the partners. More than 
half of the physicians are board-certified. Members of 
the staff have every other week-end off, one month’s 
vacation, and six months’ additional vacation after 
every six years of service. It should be noted that this 
group is in the private practice of medicine. About 10% 
of its income is derived from its prepayment plan. 

One plan has 110 full-time physicians; 32 are part- 
ners, 45 are “participating” physicians, and the others 
are on straight salary. Participating physicians are those 
who have been employed for three years or more but 
who are not partners. They may participate in the 
profits of the partnership. The average income of the 
medical staff, exclusive of the medical director, ranges 
from $13,000 to $15,000. Participating physicians may 
conduct a private practice in the plan’s clinics. Half of 
the income from private practice is kept by them; the 
other half goes to the partnership and is distributed 
among the partners and the participating physicians 
yearly. A few part-time physicians are also employed, 
as needed. 

One medical group has over 300 full-time physicians 
including 142 partners. Of the 300, 80% are board-certi- 
fied or board-eligible. The average income of the part- 
ners is $18,000 per year. Other salaried physicians re- 
ceive an entrance salary of from $900 to $1,000 per 
month, depending upon specialty. They receive a $100- 
per-month increment after the first year and a $150 
increase in the third year. Increments for partners are 
determined according to a point system. Salaried physi- 
cians are eligible for partnership in the fourth year. 
Some physicians are employed on a fee-for-service 
basis to make house calls in outlying areas. Members of 
the group receive extra remuneration for the use of 
their cars. They participate in a vacation program and 
receive sick leave and time for educational meetings. 

Another medical group in the same plan has 200 full- 
time physicians; 79 of these are partners and the re- 
mainder are on salary. The income range of the physi- 
cians is from $800 to $2,300 per month. Most of the 
physicians are board-certified or board-eligible. A small 
number of residents are employed in the plan’s hos- 
pitals. 


SCOPE OF THE PROGRAMS AND OF 
THEIR RESPONSIBILITIES TO PATIENTS 


The scope of some prepayment programs has been de- 
scribed as “comprehensive medical care.” This has 
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sometimes been construed to mean that complete med- 
ical care is provided in the office, the home, and the 
hospital. It implies that a subscriber does not have to 
pay additional fees for any medical, surgical, or ancil- 
lary service. 

In its study, the committee found on its visits to mis- 
cellaneous and unclassified plans that this objective was 
not met. For example, additional fees were frequently 
charged for house calls, injections, medications, labora- 
tory services, and other procedures; treatment for tu- 
berculosis or psychiatric care was unavailable; services 
were unavailable because of the distance of a subscrib- 
er's home or work location. Particularly in a hospital, 
professional service varied considerably. There may be 
ward, semiprivate, or private care with a variety of 
relationships with physicians, some of whom were pre- 
viously unknown to the patient. There usually is no pro- 
vision for special nursing care. There may be limita- 
tions on medications, diagnostic services, or length of 
stay in the hospital. Another factor is the lack of oppor- 
tunity for the subscriber to secure the full advantage 
of the many phases of medical care at a convenient 
location and at a convenient time. 

Therefore comprehensive medical care, as defined 
above, is not available to most subscribers under the 
plan. This is of particular significance when the cost 
of services on a fee-for-service basis and with free 
choice of physicians is compared with the cost of care 
provided by prepaid closed-panel service plans. 

The excluded features in a prepaid medical care plan 
may not be clearly stated or understood by the sub- 
scriber. The subscriber is thus frequently not in a posi- 
tion to decide whether conventional medical care 
through private practice with a more free choice of 
physician meets his needs better than a plan which 
purports to be comprehensive but makes additional 
charges for some services. 

Among the plans visited, one provides diagnostic and 
ambulatory services to members, four provide ambu- 
latory medical care to members, and three provide such 
services to members and dependents. Four plans pro- 
vide comprehensive medical care to members, and six 
provide such services to members and dependents. One 
plan provides complete in-hospital and office care on a 
specialist basis to members and dependents. Hospital 
services of this last plan are available, upon request, on 
a flat-rate basis, to people of the community who are 
not plan members. 

To varying degrees the plans provide for physical 
examinations, including history-taking, urinalysis, 
blood counts, blood serology, x-rays, and other tests as 
indicated at the initial visit or in return visits to the 
physician. Medical and surgical care is provided, vary- 
ing in extent with the scope of each program. Eight 
plans which provide comprehensive medical care re- 


quire surgery to be performed by part-time or full-time 
physicians employed on the staff. One comprehensive 
plan assigns the member as a patient to the chief of a 
clinical service of any one of 34 hospitals in the city. 
The medical groups in one comprehensive plan will 
permit outside physicians to perform surgery in the 
plan’s hospital if they are judged to be qualified, but 
the patients must pay for such services. One compre- 
hensive plan refers its patients to the hospital of an- 
other plan. 

Plans providing ambulatory medical care vary in the 
responsibility assumed for surgery or obstetrical care. 
In five plans the patient may select any surgeon of his 
choice in the community. In two, the patient is required 
to select a staff surgeon, or one is selected for him by 
the plan. 

In one plan, the patient has a choice of surgeon only 
among those approved by the plan, although in a few 
areas most surgeons are approved. 

Many of the plans visited provide medications and 
injections on the premises. Five plans provide drugs 
without cost to the patient. Most have an additional 
charge. 

The types of services varied in the plans observed. 
Thus, dental care, physiotherapy, social services, gen- 
eral health examinations, eye examinations, and nutri- 
tion services are present in some plans. 

Provisions governing home calls vary markedly 
among the comprehensive plans. Most require the pa- 
tient to pay fees for such calls. One plan furnished the 
service without charge but required the patient to clear 
the request through the administrative office at speci- 
fied times. Different methods of controlling this service 
were used in other plans. 


RELATIONSHIPS WITHIN THE MEDICAL STAFF 


The degree to which physicians participate in the de- 
termination of medical policy on the staff level, in vari- 
ous activities relating to technical services, and in the 
medical management of patients is reflected in varying 
arrangements and procedures among the plans visited. 

In most plans, regularly or irregularly scheduled 
meetings are held by the medical director and the 
members of the staff, with major responsibility assumed 
by the medical director. 

In one diagnostic-ambulatory plan the medical board 
representing the staff meets bimonthly to consider 
questions involved in medical procedures, to establish 
standards and criteria for recording medical findings, to 
recommend changes in the formulary, and to advise on 
other matters. When a surgical operation is recom- 
mended for the patient, the medical director refers the 
case to an internist for concurrence. 

In another such plan, the presence of three chiefs of 


services on the medical advisory council seeks to 
achieve the same objectives, and is considered an aid 
in improving professional relationships. 

The medical director of one comprehensive plan 
meets regularly with a guild composed of physicians on 
the staff of the plan. The guild discusses various profes- 
sional matters which arise in the course of the work of 
the physicians and their relationships to the medical 
service. 

One medical group holds staff meetings monthly 
with both salaried physicians and partners. In another 
plan, the partners meet monthly. 

Two medical groups of one plan hold quarterly staff 
meetings of the entire clinic group and weekly meet- 
ings of each department. One of these groups conducts 
a weekly training program among its generalists. In the 
past three years, 78 physicians have left the staff of one 
of these groups. The committee was informed that 31 
of these were not rehired because they did not measure 
up to the standards set by the group, 17 went into mili- 
tary service, seven went into residencies( two of these 
are being endowed by the group), and 23 left of their 
own accord to go into private practice. 

In one comprehensive plan with numerous medical 
groups the physicians are aware of the professional 
standards developed by the medical control board. 
Plan officials report that patient complaints are given 
special attention by the plan and that efforts are made 
to correct their causes. The plan has conducted studies 
in an effort to appraise the quality of medical care ren- 
dered by physicians in its medical groups. According 
to the plan, these surveys have resulted in the termina- 
tion of the services of some physicians and in the cor- 
rection of a number of deficiencies in the management 
of cases. The surveys indicated that more family physi- 
cians were taking care of hospitalized patients, and that 
more complete case workups were being done by such 
physicians. It was also stated that more effective liaison 
resulted between the family physician and specialists 
in the plan and that more systematic procedures have 
been developed to follow up patients who did not keep 
appointments for various services. 

In four comprehensive plans, the medical director 
has committees of staff members to give advice and 
guidance on all professional matters and to advise on 
the administrative coordination of all sections. 

In one diagnostic-ambulatory plan, the medical di- 
rector refers a patient for whom the internist recom- 
mends surgery to one of three surgeons for confirmation 
of the diagnosis. The surgeon may operate if the patient 
so desires—in which case the surgeon must accept the 
stipulated fee in full payment. Physicians on the closed 
staff may also make home calls at the patient's request 
and expense. 

In two comprehensive plans, three surgeons perform 
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all the surgery. One of the plans refers the patients to 
surgeons on the basis of hospital staff appointments, 
specialties, etc.; the other assigns cases on a rotating 
basis. 

In six comprehensive plans, physicians on the staff 
make house calls on a rotating or assigned basis; three 
of these also employ some non-staff physicians for this 
purpose. In four other comprehensive plans home calls 
are made by outside physicians. One of these plans has 
so-called district physicians; three have arrangements 
with a number of general practitioners in several areas 
of the city. 

In one diagnostic-ambulatory plan, physicians render 
medical care on a fee-for-service basis to members as 
a private group practice and establish professional and 
administrative policy among themselves. 

In one plan, lists of “approved” specialists are main- 
tained in different areas of the country. (Approved 
physicians are those who will be paid by the plan for 
medical or surgical care rendered to beneficiaries ). 
These physicians are paid by the plan either in a fee- 
for-service basis in full payment or on a retainer basis 
(salary for part time). Physicians have been removed 
from these lists by some medical representatives of the 
plan when, in the opinion of the representatives, they 
were performing surgery for which they were not qual- 
ified, over-hospitalizing patients, performing unneces- 
sary surgery, or overcharging the plan. In a recent 
report to the House of Delegates, the A.M.A. Commit- 
tee on Medical Care for Industrial Workers stated: 


.. The Fund has thereby excluded from its approved lists 
other physicians in some areas who are admittedly well qualified 
to perform such services. Furthermore, the Fund has also ex- 
cluded from its approved lists some surgeons who are board cer- 
tified. The Fund has also removed some accredited hospitals from 
its lists of acceptable institutions and retained some which are 


not accredited. 


It has been reported that some approved physicians 
have not been able to render in-hospital medical care to 
the plan’s members because the plan withdrew ap- 
proval of the only hospital in which the physician had 
staff privileges. In other instances, approved physicians 
have not been able to render medical care to benefici- 
aries of the plan when hospital staffs have denied them 
staff appointments or where medical societies have not 
admitted them to membership. For the most part, only 
board-certified surgeons and members of the American 
College of Surgeons may render care to plan members 
in the hospital. 

Approximately 6,800 physicians in 26 states are on 


8. “Suggested Guides to Relationships Between State and County Medical 
Societies and the United Mine Workers of America Welfare and Retirement 
Fund” (Proceedings of the New York Meeting, June 3-7, 1957), J.A.M.A. 
164:1114 (July 6) 1957. 
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this plan’s approved lists as “participating” physicians.® 
Its chain of ten hospitals has a basic staff of full-time 
physicians. Approximately 225 local physicians in the 
areas covered by the hospitals have appointments on 
various hospital staffs. All hospitals have out-patient 
departments. Any general practitioner may hospitalize 
his patient and be paid for services for which he is ap- 
proved. A physician will not be paid for obstetrical de- 
liveries in the home, but will be paid for this service 
in the hospital. 

Staff members of the plan’s hospitals may render in- 
hospital and out-patient care to private patients on a 
fee basis. These practices are justified by the plan on 
the ground that its facilities should be available to 
the community generally. On the other hand, restric- 
tions are placed on the acceptance of indigents for such 
care because the Fund is set up solely for the benefit 
of its members. 

Medical policy in the hospitals is determined by phy- 
sicians on the plan’s administrative staff, with some 
consultation of the plan’s medical advisory committee. 

The executive medical officer of the plan establishes 
broad medical policy; this policy is interpreted and im- 
plemented by his administrative staff and the medical 
representatives of the plan, designated as area medical 
administrators. The latter are given, or assume, varying 
degrees of autonomy and latitude in establishing policy 
with the members of the medical profession in their 
areas of jurisdiction. For example, in addition to estab- 
lishing lists of approved “specialists” (who may or may 
not be board-certified), they may issue lists of drugs 
which physicians may prescribe, and which certain pa- 
tients may receive without additional cost. Although 
physicians on “preferred” lists may prescribe drugs for 
their patients without receiving prior approval from 
the area medical administrator, all other approved phy- 
sicians must have their prescriptions approved. 

Although descriptions of some of tlie mechanisms 
and characteristics of this plan go beyond the title of 
this section, they serve to illustrate how the relation- 
ships within the medical staff can be affected. They 
highlight, further, the existence of certain problems 
which are discussed later in this chapter. 


9. In October, 1957, a large number of physicians and an unknown 
number of hospitals in several states were removed from the plan’s lists. 
The reason for this reduction, as given by the executive medical officer of 
the Fund, was as follows: “‘The records and data of the Trust Fund, based 
on the past nine years of operation and experience, afford conclusive evi- 
dence that quality of service rendered to its beneficiaries, and conservation 
of its resources, can be maintained most effectively by limiting payments, 
for services to Fund beneficiaries, to physicians and hospitals whose services 
are most needed. To meet the mandatory requirement of conserving Trust 
Fund resources, and providing authorized services to beneficiaries, Trust 
Fund payments are hereby restricted to physicians and hospitals whose 
services are deemed necessary and essential” (Memo dated Sept. 10, 1957, 
to area administrators). On June 16, 1958 the executive medical officer of 
the Fund stated that, “Under this provision there is still a wide choice of 
physicians. In the course of the first 7 months it has been in effect, the 
services of more than 5,000 physicians have been available to beneficiaries 
and more than 5,000 physicians have received payments from the Fund.” 
(Address at National Conference on Labor Health Services, Washington, 
D.C.) 


RELATIONSHIPS BETWEEN PLAN PHYSICIANS 
AND MEDICAL SOCIETIES 


In almost all areas visited by the committee, physicians 
serving these plans are accepted for membership in 
local medical societies. In a few areas, some of the phy- 
sicians serving certain plans have been accepted for 
membership but others working for the same plan have 
not, although in some areas they have recently been 
accepted in increasing numbers. Generally, admission 
to membership in local medical societies has appeared 
to depend, among other factors, on the type, scope, and 
sponsorship of the plan, the area in which it is located, 
and the length of time the plan has been in operation. 

In one local medical society, one member of the 
ethics committee is a physician affiliated with a plan 
some physicians of which had not been accepted for 
membership at the time of the committee’s visit. In 
several areas visited by the committee, plan physicians 
are officers of local or state medical societies or mem- 
bers of society committees. 

In one area, however, the committee was told that 
physicians who serve a particular plan on a retainer 
basis, although admitted to membership, are not eligi- 
ble to hold office. In two areas, the committee learned, 
certain friction still exists between plan physicians and 
physicians who are not serving the plans. Differences 
of opinion centered around ethical considerations with 
respect to the plan’s activities rather than the profes- 
sional qualifications of the physicians involved. In one 
area some opposition to a closed-panel plan was re- 
moved when the plan offered prospective members the 
choice of another plan in which the patient could select 
any physician in the community. 

Although complaints with regard to advertising had 
been made in the past against two physicians in two 
plans, these have since been resolved. 


RELATIONSHIPS WITH OTHER PHYSICIANS 
IN THE COMMUNITY 


In one plan providing diagnostic service only, patients 
may be treated by their family physicians, to whom the 
results of their tests are sent. If the patient has no fam- 
ily physician he is encouraged to select one in his 
community. 

The members of six diagnostic-ambulatory medical 
care plans are encouraged to obtain their own physi- 
cians, to whom laboratory reports are sent at the pa- 
tient’s request. Treatment is rendered for those condi- 
tions which generally do not require hospitalization or 
long-term care. Where complications are likely to de- 
velop, or where the treatment for a condition is consid- 
ered to extend beyond that provided at the health cen- 
ter, the patient is asked to see his family physician. In 
some cases, the medical director contacts the family 


physician to acquaint him with the type of care ren- 
dered. Where members of plans do not secure their 
own family physicians, it is apparent that the health 
center continues to treat cases with which a family 
physician might otherwise be concerned. 

In four of these same plans, the patient has the choice 
of any surgeon in the community. However, he may 
also select the surgeon at the health center, who usually 
charges fees which are reported to be lower than those 
ordinarily charged. In the fifth plan, the patient can use 
an outside surgeon if the medical director approves the 
patient’s selection and if the surgeon agrees to accept 
the fee set by the plan. 

In two plans, the patient may select any surgeon in 
the community or one of those in the center, but in one 
case the fee schedule must be accepted on a full-pay- 
ment basis. In the other, the fee is accepted on a service 
basis by surgeons in the center, but if the patient goes 
to an outside surgeon he must pay the difference be- 
tween the benefit schedule and the surgeon’s charges. 

Patients in one comprehensive plan may secure home 
calls from general practitioners who are designated as 
district physicians. To the extent that these physicians 
are not on the full-time or part-time staff of the plan 
they may broadly be considered “outside” physicians. 
Actually, however, the member's choice of such physi- 
cians is limited. Although the district physicians in this 
case charge lower fees for home calls in return for the 
additional volume of work they receive from the plan, 
the member must receive approval from the plan be- 
fore each house call. 

Another plan which does not provide house calls will 
assist the patient in obtaining a physician selected by 
the plan for this service at specified rates at the mem- 
ber’s expense. 

In one comprehensive plan, about 10% of the patients 
have choice of physician for all services since they live 
outside of areas served by the medical groups of the 
plan. | 

In one plan, patients have a choice of specialist from 
among those on the plan’s list of approved physicians! 
(in some areas most specialists are approved ). “Choice” 
in this case applies to those physicians who will be paid 
by the plan for medical and surgical services on a spe- 
cialist level. (In this and the other plans the member 
may, of course, go to any physician of his choice. But 
if the physician is not on the part-time or full-time staff, 
or approved by the plan, the patient must pay for such 
medical care himself. The one exception among those 
visited is the plan which will reimburse the patient ac- 
cording to a schedule of benefits regardless of what 
facilities he uses or what physician he selects). The 
plan referred to at the beginning of this paragraph will 
also pay general practitioners who hospitalize their 


10. See p. 22 note 9. 


patients for obstetrics in its hospitals. _ 

Two comprehensive medical care plans have ar- 
rangements with panels of physicians in tle community 
to provide emergency and ambulatory care to mem- 
bers. These physicians are on a fee-for-service basis for 
the most part, although about 10% are on retainer. The 
medical groups of another comprehensive plan have 
extended courtesy privileges in their hospitals to many 
physicians in two different areas. One of the groups 
reported that 32% of its hospital patients are hospital- 
ized by private practitioners; another group reported 
that about 2% of the deliveries in its hospital were made 
by private physicians. 

Most plans make provision for the patient to secure 
the services of any physician in the event of out-of-area 
emergencies. 


EXTENT OF PHYSICIAN SELECTION BY PATIENTS 
The preceding section contains some over-all observa- 
tions regarding the patient’s freedom to select physi- 
cians either outside or within the plan. This section 
deals more directly with the extent of physician selec- 
tion within the plan itself. 

In most of the plans visited there is no or little choice 
of physician initially, particularly where the first ex- 
amination is made, or where the member is referred to 
one of the specialists by a plan physician in general 
medicine. Choice of either a “family” physician or a 
specialist or surgeon naturally is limited by the number 
of physicians serving the closed panel and available at 
the time, but such choice of physician is accorded the 
patient in these plans if he wishes to change to some 
other doctor. Such a change is based on the patient's 
ability to visit the plan when that physician is on duty. 
At least five plans do not provide the patient with a 
choice in obstetrics or surgery. 

One plan provides members with a choice of sur- 
geons and other specialists on its approved lists but 
gives no choice when the member is hospitalized in its 
own hospitals. The exception, as previously noted, is 
where the patient’s general practitioner hospitalizes her 
for obstetrics. 

One plan, which has a panel of about 100 physicians 
serving its members on an ambulatory basis in outlying 
areas, has added some physicians to the panel upon 
recommendation of its members. 


ADEQUACY OF FACILITIES 

The appearance, lay-out, and size of the physical facil- 
ities visited were, for the most part, satisfactory for 
the types of service rendered. They were either housed 
in individual buildings, built to specification or remod- 
eled to meet the plan’s needs, or located in office or 
light-manufacturing buildings one or more floors of 
which had been remodeled. In some instances, addi- 
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tional improvements have been made subsequent to 
the original occupancy of the quarters as utilization in- 
creased or new services were offered. 

In three plans, total space appeared to be rather 
limited, with examination and treatment rooms too 
closely spaced or the size of the rooms somewhat inade- 
qate for their designated purpose. Two other plans 
were planning to move to new quarters. The facilities 
in most plans were pleasingly and adequately furnished. 

Technical equipment was adequate in most plans, 
while in some plans it was excessive in amount. One 
plan appeared to have a minimum of equipment avail- 
able to perform the services claimed. 


CONTINUITY OF CARE 

The supervision and management of a case so as to 
assure the patient of complete continuity of care is an 
ideal that is sought but not always achieved in any form 
of medical practice. Since continuity is necessarily rela- 
tive, its degree and character in any single plan must 
be compared with what constitutes an acceptable 
standard in medical practice. 

Continuity of care is an important consideration in 
studying these plans because it affects the quality and 
quantity of medical care provided. In any appraisal of 
this continuity, consideration must be given to the 
scope of services available, the quality of medical care 
provided, and the financial ability of the patient to pay 
for services essential to proper treatment. Both advan- 
tages and disadvantages with respect to continuity ap- 
pear to exist in the traditional patient-physician type of 
practice as well as in the clinic practice conducted by 
large staffs of physicians. Some direct-service plans 
maintain that such continuity can be assured only in 
programs of this type. On the other hand, some physi- 
cians see shortcomings in continuity in the services 
rendered by these programs. 

Continuity of care depends on many factors, among 
which are the office hours available to members, the ac- 
cessibility of facilities, the number of physicians avail- 
able on any one day of the week, the number of hours 
they serve, the waiting periods for various tests and 
examinations, the administrative procedures for follow- 
up or return appointments, the coordination of services, 
and the continuity of management of the individual 
patient. Continuity also depends upon the patient's will- 
ingness to cooperate with his physician’s instructions. 
Some of the plans were developed in order to supple- 
ment services the members receive from their private 
physicians, with no intention to provide complete care. 

Virtually all the plans visited by the committee oper- 
ate all day on weekdays and one-half day on Saturday. 
Four plans with health centers may be considered to 
have evening hours, although three are open only until 
7 p.m. Nine plans have 24-hour switchboard service to 


assist members in securing a physician after the center 
or clinic is closed. 

About three-fourths of the plans have facilities which 
are situated within relatively short distances or travel- 
ing times from the members’ homes or places of work. 
Some plans did not appear to have a location reason- 
ably convenient to most members. 

Most of the plans visited employ physicians who 
serve on a part-time basis. They serve two or three 
hours at a time, and in at least two plans they average 
between 18 and 20 hours per week. Many physicians 
work from four to six hours either two or three days a 
week, generally at a regularly scheduled and mutually 
agreeable time. Three comprehensive plans employ 
full-time physicians primarily. In at least four plans, 
members visit the offices of the physicians on an ap- 
pointment basis for specialized services, and in one 
plan most of the “family” physicians see members in 
their own offices. The number of physicians serving the 
plan each day and the types of specialties covered is 
determined by the appointments which have been 
scheduled and is limited by the number of physicians 
serving the plan or available to it. Since an average of 
from 10% to 15% of all appointments are not kept, some 
plans over-schedule appointments or reserve time for 
“walk-ins” or emergencies. 

A number of plans had a backlog of members to be 
seen for various types of examinations, particularly 
elective physical examinations and certain laboratory 
or x-ray tests. Waiting periods in some plans were as 
long as three weeks; in others they were somewhat 
shorter. 

Most plans appeared to have a definite routine estab- 
lished in the processing of patients, including the taking 
of histories, the provision of treatment and of labora- 
tory and x-ray services, referrals to other specialists at 
the clinic or to the offices of specialist consultants, and 
arrangements for return visits. The effectiveness of this 
effort to achieve continuity of care depends upon the 
plan’s success in informing its members of the results 
of various tests and examinations, and the need for 
follow-up visits. The success of this effort varies from 
plan to plan. The medical director of one ambulatory 
medical care plan remarked that sometimes the loss of 
continuity between a center and a hospital represents 
a marked deficiency. The medical director was calling 
attention to the fact that there is a loss of continuity 
where outside surgeons or other physicians hospitalize 
patients who come to the center for ambulatory care. 
In this connection, the committee noted that continuity 
may be lost where: 

1. Emergencies arise when the center is closed. 

2. There is no provision for home calls. 

3. There is provision for home calls, but physicians on 
the staff rotate assignments. 
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4. Outside physicians are contracted with to make 

such calls. 

5. The center must approve such calls before they are 

made. 

6. The center places restrictions on the number of 

house calls. 

7. Surgeons on the plan staff do not return the man- 
agement of the case to the individual's “family” 
physician at the center or in the community. 

. Hospitalized patients are under the care of hospital 
staffs. 

9. Physicians approved by the plan render home calls 
for which the patient must pay. 

10. The center neglects to notify the patient's family 
physician of the results of examinations and labora- 
tory tests, or of surgery performed by a member of 
the staff. 

11. The physician used as a general practitioner or sur- 
geon is not paid for all his services because some 
are not approved by the plan. 

It was observed that, in one form or another and to 
some degree, some of these limitations on continuity of 
care usually exist despite the efforts made by some 
plans to overcome them. Such efforts are reflected in 
the coordination of services which a few plans have 
been successful in attaining; namely, the provision for 
continuity of consultation, the return of patients to the 
family physician, and the involvement of the family 
physician or general practitioner in various aspects of 
the management of a case. 

The plan physicians interviewed felt that, on the 
whole, they were allotted sufficient time to deal with 
individual patient problems. 

As noted previously, most care is provided in the 
center at the hours the part-time staff physician is avail- 
able. In three comprehensive plans, however, full-time 
physicians are generally available most of the time. In 
a few instances, the member may visit the doctor in his 
office. In one ambulatory medical care plan, and in one 
comprehensive plan, pediatric and obstetrical services 
of physicians are not available to members. 

One comprehensive plan attempts to assure the ade- 
quacy of services rendered in one outstanding respect: 
each of its medical groups contributes 60 cents per 
member into a special fund which pays for specialist 
services not provided by the plan. 

In one plan, the committee was told by physicians of 
the preferential treatment of private patients as op- 
posed to plan members. 


UTILIZATION OF SERVICES 


Information on utilization of the plans’ services was 
made available to the committee by the plans and was 
supplemented from other published sources. The data 
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from some plans were meager, while in others they 
were detailed. For some, such data were not available. 

Inasmuch as each plan has its own method of record- _ 
ing and compiling data, no strict comparison is possible 
among all plans or even between any two. Since some 
count separately each laboratory service on the same 
day while others count all services rendered on one 
occasion as one service, the difficulty of assessing cer- 
tain statistics is apparent. This also applies to the “phy- 
sician visits” where more than one physician is seen by 
the member on one occasion. 

Utilization of services varies considerably, depend- 
ing on the age of the members, the location of the plan, 
its convenience to members, and the amount of educa- 
tional propaganda used to encourage utilization. It was 
surprising to note that as few as 15% of the members, 
and even less in some instances, took advantage of the 
services of some plans in a one-year period. The maxi- 
mum utilization reported was 85%. 

The diagnostic procedures are also used in varying 
degrees, depending on the services offered and equip- 
ment available. Many plans have ancillary therapeutic 
services; some emphasize physical examinations; others 
include eye examinations and prescriptions through 
their pharmacies. Social services and nutrition services 
were found in only two plans. 


PREVENTIVE MEDICINE 


Adequate facilities, as to both personnel and equip- 
ment, were available in the great majority of plans 
visited for the early detection of disease and for the 
prevention of contagious diseases by the usual im- 
munization programs. Complete histories and physical 
examinations, routine blood counts, urinalysis, chest 
x-rays, and blood serologic tests repeated at intervals 
were the goal in most plans visited. Educational pro- 
grams of varying intensity and effectiveness were in 
evidence, representing an effort to encourage members 
to utilize these services. In some plans multiphasic 
screening, mass urinalysis surveys, and routine electro- 
cardiograms among members of selected age groups 
were in progress at the time of the committee’s visit. 
Prenatal care programs followed standard practice in 
those plans providing obstetrical services. Advice re- 
garding nutrition and social-service problems was 
available in two plans visited. 

Many physicians closely identified with some miscel- 
laneous and unclassified plans placed great emphasis 
on the important role of these plans in “preventive med- 
icine.” The committee gained the impression that there 
was a tendency by the plans to regard the accessibility 
of equipment and personnel as insurance to the mem- 
ber against the occurrence of disease. The plans also 
seemed to foster the concept that they have a particular 
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value in keeping people well rather than simply in 
treating them after they become ill. The committee 
does not minimize the importance of early diagnosis. It 
is felt that this latter, rather than disease prevention, 
would be a more accurate claim for any mechanism 
providing medical service. In summary: 

1. The plans visited make standard facilities available 
for immunization programs and early diagnosis, and 
they encourage their use. 

2. There is nothing peculiar to these plans which pre- 
vents the occurrence of disease. 

3. Whether efforts in the wavy of “preventive medicine” 
are as effective or more or less effective in these 
plans than in other mechanisms for the provision of 
medical care is a question to which the committee's 
observations do not provide an answer. This would 
require an extremely complicated and searching 
study which the committee was not in a position to 
undertake. 


RELATIONSHIP OF PAYMENT FOR MEDICAL 
SERVICES TO TOTAL PLAN INCOME 

Neither in its study of 107 plans nor in its visit was the 
committee interested in a greatly detailed breakdown 
of income and expenditures; nor did its discussions 
center about the solvency of the plans. Some data were 
secured for several of the plans visited, however. 

One ambulatory medical care plan with operating 
costs around $650,000 in 1954 spent 37.1% for medical 
services in the health center, 13.1% for medical services 
outside the health center, 9.6% for ancillary medical 
services, and 30.6% for administrative costs and general 
purposes. In 1956, costs per eligible member were 
$18.60 and costs per member served $55.70. 

In one ambulatory plan, operating costs in 1955 were 
over $1,750,000. Costs per eligible member were $8.35 
and costs per member served $35.00. 

One ambulatory plan’s cost of operation in 1955 was 
$125,000. Physicians’ services accounted for 35% of the 
budget. 

One comprehensive plan informed the committee 
that as of July 1, 1956, 87% of its premiums go to the 
physicians in its medical groups, 4% toward legal re- 
serves, and 9% for overhead. Total income for the cal- 
endar year 1954 was almost $15 million. 

Another comprehensive plan estimates that one-third 
of its total income of $1 million goes to physicians. The 
lay administrator indicated that 21% of its funds were 
allocated to hospitalization, 55% to medical expenses 
(including all professional ancillary services), 9% to 
administrative costs, 10% to reserve, and 5% to expan- 
sion. 


RECORD-KEEPING 
In the relatively brief amount of time the committee 
spent visiting each plan, it was possible to review only 


a small number of records or to glance at others as 
rounds were being made. The impressions recorded 
here are general in character, since the actual manage- 
ment of individual cases was not evaluated. On the 
whole, the records appeared satisfactory, although sev- 
eral marked departures were observed from what 
might be considered to be “average” records. Lack of 
legibility is one of the primary weaknesses of such rec- 
ords, but in these plans at least three examples of typed 
records were observed, making it possible to read and 
understand the management of the case in a fraction 
of the time it might otherwise have taken. 

One comprehensive plan found that the records 
maintained in its medical groups revealed various de- 
ficiencies. It reported that the work of a special study 
committee has resulted in the improvement of record- 
keeping and follow-up procedures. 


COMPLAINTS AND COMPLAINT PROCEDURES 


In most of the plans visited, the medical administrator 
received patient complaints from members directly, 
through the lay administrator, or through employees of 
the plan. Complaints were then discussed with chiefs 
of services and/or the individual physicians involved. 

The medical director of one comprehensive plan in- 
formed the committee that two questionnaires have 
been sent to his members. Over 90% of those reporting 
stated that they were pleased with the services ren- 
dered. He stated also that “occasional gripes” have 
been received regarding the length of waiting periods 
for certain examinations. 

One comprehensive plan maintained a subscriber 
service division which received complaints by tele- 
phone, personal visit, or letter. A record has been kept 
of these complaints and of the physicians involved. A 
field investigation was reported as begun within 24 
hours. Periodically, there has been a review of each 
medical group’s performance, and the performance of 
the individual physicians. The medical director of the 
plan has reported that complaints about the individual 
physician usually stemmed from the fact that he treat- 
ed his patients as charity cases, that he had not given 
his patients sufficient time, that he had been “super- 
ficial” in his approach, or that he had been reluctant to 
make house calls. The committee was informed that 
such physicians have been advised to correct these 
causes for complaints or be dropped by their groups. 
The committee was also informed that persons in - 
higher levels of education tend to register more com- 
plaints and that nonwhites complain less than do 
whites. 

Another official of the same plan told the committee 
that the administrative headquarters has received one 
complaint for every 1,800 services. He felt that the ratio 
might be high, in view of the 2.4 million services ren- 
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dered to 426,210 enrollees in 1955. Evidently the num- 
ber of complaints was approximately 1,300 during 1955, 
with the ratio of complaints to enrollees approximately 
1 to 300. 

A study of membership attitudes in another compre- 
hensive plan, the committee was told, revealed that 65% 
of those interviewed expressed unqualified approval of 
the plan, 21% were satisfied but had criticisms, 7% ex- 
pressed “marked dislike” of the plan, and another 7% 
had no opinion. 

In some of the communities of all the plans visited, 
liaison committees have been established by medical 
societies to keep abreast of developments and to pro- 
vide guidance and grievance mechanisms where re- 
quested. By the nature of the direct-service plans, com- 
plaints regarding the professional activities of physi- 
cians serving the plan are not brought to the attention 
of the medical societies. 

One plan which provided medical and surgical care 
on a specialist level and which originally compensated 
physicians on a fee-for-service basis with free choice of 
physician retained, had numerous complaints regard- 
ing the activities of a small proportion of the physi- 
cians. These were referred to special liaison committees 
by medical representatives of the plan in many areas 
where it operates. In some areas these complaints ap- 
pear to have been handled on a mutually satisfactory 
basis. In one area, the local society, upon request pre- 
sented to the plan a list of physician members who 
were, in its opinion, qualified to perform surgery. In 
other areas offending physicians have not been disci- 
plined because the medical society committee either 
lacked the power, was unwilling to accept the respon- 
sibility, or did not consider the complaints valid. 

Where functioning medical society liaison commit- 
tees are in existence, complaints are brought to their 
attention; where relationships between the plan repre- 
sentatives and the society are not clearly defined, or 
are not effective, the area medical administrator might 
drop the physician or the hospital from his “approved” 
list without consulting the society. This has led to the 
development of rather turbulent situations, since medi- 
cal societies have taken the position that no third-party 
mechanism should take upon itself the prerogative of 
judging the quality of medical care provided by phy- 
sicians. 


OCCUPATIONS AND INCOME OF MEMBERS 


There was a wide range of occupation and income 
among beneficiaries of the plans visited. The low-in- 
come, unskilled or semi-skilled employee was typical 
in about three-quarters of the plans. These and other 
plans also had members whose incomes place them in 
the medium and higher income groups. For example, 
the average income of the members of one ambulatory 
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plan was $2,000, but a small group earned over $5,000. 
The members work in the women’s garment industry. 

One ambulatory plan said its members ranged from 
busboys earning $27 a week to waiters whose weekly 
base pay was $40. The plan also includes semi-skilled 
and skilled workers whose incomes are considerably 
higher. One diagnostic plan had journeymen elec- 
tricians whose earnings ranged from $100 to $200 per 
week. The average weekly wage of unskilled and semi- 
skilled garment workers in one ambulatory plan was 
between $35 and $40; 85%-90% of the union members 
are women. The laborers in one ambulatory plan 
averaged between $3,000 and $4,000 per year. The 
members of one diagnostic ambulatory ophthalmologi- 
cal plan came from 85 different unions and represented 
low and middle income groups. 

In the two other ambulatory plans, the income was 
around $2,500 to $3,000 for unskilled workers. In one 
nationwide plan, members’ incomes varied according 
to local conditions; in some states the average income 
was between $3,000 and $4,000, in others, between 
$5,000 and $6,000. The average earnings of the un- 
skilled and semi-skilled members in one comprehensive 
plan were under $3,000 per year. In one comprehensive 
plan, 96% of the 15,000 members earned under $6,000. 
Their occupations ranged from unskilled to skilled. 

In one comprehensive plan, enrollment in medical 
groups ranges from unskilled to skilled and professional 
employees; incomes vary accordingly. Although the 
average income was not given, the plan’s premiums 
are based on income limits of $5,000 (individual) and 
$6,500 (family). About 5% of the enrollees earn more 
than the limit, but they are charged higher premiums. 
The committee was informed by some plan physicians 
that opinion within the plan is divided on the question 
of raising this maximum or removing it completely. The 
medical groups visited by the committee contained 
what appeared to be a cross-section of the plan’s enroll- 
ment by occupation and income. 

The enroilment in another comprehensive plan con- 
sisted mainly of government employees whose average 
family income in 1953 was $7,800. 

Two comprehensive plans enrolled employees of the 
railroad industry. One comprehensive plan enrolled 
members in three distinct groups: one for students of 
a university, one for faculty members and their de- 
pendents, and one for aged members of a fraternal 
order. Two plans appeared to enroll a cross-section of 
community incomes and occupations. 


LITERATURE, PROMOTIONAL METHODS, 
AND ADVERTISING 


In its visits, the committee inquired into the methods 
employed by the plans to acquaint their members and 
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others with the purposes and benefits of the plans. 
Various types of literature and promotional materials 
were assembled. 

Plans which provide medical services to specific 
groups distribute literature by mail, at union or other 
group meetings, at special meetings conducted by shop 
stewards, or at educational meetings conducted by 
representatives of the plan itself. Various publications 
are also utilized to acquaint members with the exist- 
ence, operation, and benefits of particular plans. 

Plans enrolling new members employed some of the 
foregoing techniques and, in addition, some have em- 
ployees who solicit groups directly or through group 
representatives. Such groups may be occupants of hous- 
ing projects or members of community organizations. 

At least two comprehensive plans employed repre- 
sentatives to inform prospective groups of the provi- 
sions of their plans as well as of competing plans. On 
this basis, the prospective group is asked to make its 
choice of the plan it desires. 

After enrollment, members of some plans receive 
special publications concerning the finances of the 
plan, benefits, data on utilization, and health informa- 
tion which includes guides and suggestions for the 
maintenance of health. Some of these publications in- 
cluded various types of comments emphasizing the 
value of the particular plan’s services over those other- 
wise provided. A few of the plans distribute to mem- 
bers lists of physicians affiliated with the plans. 

The committee was informed that advertising in 
newspapers had been utilized by certain plans on a few 
occasions in the past years. One plan had run an adver- 
tisement which, the committee was told, was similar to 
that used by the local Blue Shield plan. The committee 
was informed that this plan has discontinued its ad- 
vertising. 

One medical director told the committee that the 
local medical society had, at one time, raised objections 
‘to the contents of certain leaflets and brochures issued 
by his plan. He had informed the medical society that 
this material had been prepared by the lay adminis- 
trator without his knowledge or approval. He also told 
the committee that he had subsequently assumed au- 
thority and responsibility for all literature, and that he 
has had no further complaint in this regard from the 
medical society. 


ATTITUDES OF MEDICAL SOCIETIES TOWARD PLANS 


It has not been considered necessary to present an ex- 
haustive historical review of medical society attitudes 
toward the plans being studied by this committee. It 
can be pointed out that approval and disapproval, ac- 
ceptance and lack of acceptance, cooperation and lack 
of cooperation, have existed almost side by side for 


plans of a similar nature at various times and in various 
parts of the country. There appears to have been rela- 
tively free acceptance of many management-sponsored 
plans by physicians, but acceptance of plans sponsored 
by unions or consumers has been somewhat reluctant. 
The committee’s discussions with 89 representatives of 
various local and state societies reflect the various atti- 
tudes and opinions generally expressed. 

In one meeting at which several county societies were 
represented, it was pointed out that one society had 
given its formal approval to diagnostic and ambulatory 
health centers. The chairman of that society’s commit- 
tee told the Commission that the union members of 
those plans were getting better care than they received 
before the centers were available. The officer of another 
county society indicated, however, that union health 
centers do not render medical care as good as that ren- 
dered by private medical practice. The chairman of the 
county medical society committee approving the health 
centers expressed his opinion that many plan physi- 
cians were not being compensated adequately for their 
services, Another criticism voiced against union health 
centers was that they do not provide physicians with 
sufficient opportunity to determine medical policy. Ex- 
pressions by physicians interviewed seemed to favor 
diagnostic services provided in these centers, but ques- 
tioned the extent to which preventive medical care was 
being practiced. 

The criticisms of a comprehensive plan in that city 
centered around “lack of free choice of physician” and 
“the practice of clinic medicine which might lead to a 
deterioration in quality of medical care.” There were 
complaints that a plan of this type, in soliciting mem- 
bers, was in effect obtaining members for affiliated 
medical groups. 

At the inception of the plan, the county socieites were 
invited to designate members to serve on the plan’s 
medical control board. At first, some county societies 
appointed representatives, but such representation was 
subsequently discontinued by the societies because of 
some of the objections cited above, and no official con- 
(act is now being maintained between medical societies 
and the plan. 

In another large city, the officials and other phy- 
sicians of a county and state medical society made a 
number of observations about union and management 
health centers. Among the opinions expressed were the 
following: 


. Since these plans are in widspread operation, there 
would appear to be reason for their existence; the 
answer is to compete with them. 

. Medical services rendered by these plans are good; 
physicians were qualified, felt adequately paid, and 
were not overworked. 
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3. The medical profession can best compete with the 
development of these plans by offering service con- 
tracts to labor and management, thus preserving the 
role of private practice. One physician stated that 
“some persons think they want comprehensive bene- 
fits through closed panels, but are disappointed to 
find that they do not get the personalized care they 
desire.” 

4. The quality of medical care does not equal that pos- 
sible in private practice. 

5. If labor wants to set these plans up, and if its mem- 
bers are satisfied with the quality of medical care 
provided, they are welcome to it. 

In addition, some questions were raised by physicians 
regarding lay administrative limitations on medication 
and treatment. 

The general consensus of some private practitioners 
seemed to be that the physicians serving the plans in 
that city were well qualified and enjoyed their work. 
Social consciousness and a desire for financial security 
were two reasons why physicians join those plans, the 
committee was told. 

In another city, the committee met with those mem- 
bers of the county medical society whose society ac- 
tivities concerned union health centers. Among the 
thoughts expressed were the following: 

1. These plans are here to stay and should be encour- 
aged by the medical society to provide good-quality 
medical care. 

2. At least one-third of the governing board in all plans 
should be composed of physicians. 

3. Many patients do not prefer the health center but go 
there for certain laboratory tests which are costly if 
done elsewhere. 

4. Health centers have cooperated with physicians in 
private practice in performing laboratory tests; coop- 
eration thereby between the health center and the 
medical society will benefit the society and the gen- 
eral practitioner. 

5. Centers are not affecting the private practice of med- 
icine, but if they were to spread they might change 
existing medical practice. 

6. The disturbing element is the trend from diagnosis to 
comprehensive care. 

7. Statements about “low” family income are not accu- 
rate if the total income of all household members ‘s 
taken into consideration. 

Although most of the physicians felt that these cen- 
ters should be given proper guidance and direction, one 
of them described these centers as “compulsory medi- 
cine.” He stated that the centers with their closed panels 
are established and financed by agreement between 
management and the unions, and are subsidized by the 
employees even though they might not wish to utilize 
the plans. Consequently, this physician argued, the in- 
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dividual must utilize the plans or forego some of his 
compensation, The financing of these plans by manage- 
ment can, in effect, be considered part of the wages the 
individual might have received if these fringe benefits 
were not agreed upon. He stated that the centers were 
not destined to remain in existence, and that medical 
societies should oppose them or “face the conse- 
quences.” He believes that physicians participating in 
health centers are not conducting themselves ethically 
with respect to choice of physician. 

In another city, the committe was informed that 
there was at present no friction between the society and 
a comprehensive plan, as had previously existed. In 
fact, the medical director was currently active on one 
important medical society committee. The society had 
interviewed every member of the staff of this compre- 
hensive plan and had found that the physicians were 
all satisfied with the plan and that they experienced no 
interference with their work. The medical society felt 
that the staff of the comprehensive plan was reliable 
and qualified, and that the clinic was conducted in a 
satisfactory manner. However, the members of this plan 
also utilize physicians not associated with the plan, in- 
dicating some degree of dissatisfaction with one or 
more elements of the plan. One of the society’s objec- 
tions to this plan when it was first started was that a 
government agency had subsidized it. 

With regard to another plan, the society had been 
approached by the union several years ago asking for 
advice in formulating a program to be instituted. The 
society had spent almost a year working out the details. 
A fee-for-service program provided through a group- 
practice center and through other community facilities 
and personnel resulted from the society’s work, The 
society maintains liaison with the health center and is 
satisfied with its operations and with the patient care 
provided. The society had withdrawn its approval for 
a brief period in the past when it appeared that the plan 
was not carrying out its recommendations, but approval 
was restored when the plan returned to the original 
agreement. The members of the society have been asked 
by the union to help educate the plan’s members to 
utilize its services, for which money was accumulating 
in a trust fund, instead of going to dispensaries as indi- 
gents. The society is satisfied with the plan, which pro- 
vides union members with a choice of facility and some 
choice of physician, and it realizes that it has worked 
out a satisfactory solution to a problem for which it had 
no precedent. 

In one area, the committe was informed that physi- 
cians working for various closed-panel plans appeared 
to be well qualified and were performing good work; 
that the quality of medical care rendered to patients 
was good, that hospital care provided was good, and 
that there was no evidence of lay domination. There 
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was some criticism of the out-patient services rendered 
by one plan, but this criticism would also be applicable 
to services provided by some other hospitals in the com- 
munity. There was also some feeling that physicians in 
one plan were overworked, that waiting periods were 
too long, and that physicians were distracted by the 
turnover of patients. Several members of the medical 
societies stated that closed-panel plans were here to stay 
and that the medical profession should develop plans 
which would compete with closed panels and thereby 
prove that free choice results in better medicine. 

It was asserted that there was no choice of physician 
in one plan, although the plan maintained that such 
choice existed. The committee was informed that one 
closed-panel plan which had been in existence for many 
vears had not met with the same criticism that a more 
recently established plan had. With respect to some 
of the ethical problems involved, sharp criticism was 
voiced against the practice of industry and insurance 
companies in the treatment of occupational-disability 
cases. Criticism was also made about certain hiring 
practices of the Veterans Administration. 

The committee was told that many members of one 
plan use its services as a sort of catastrophe insurance, 
but go to their personal physicians for regular medical 
care. One physician expressed the opinion that to many 
patients the concept of free choice of physician is ar- 
chaic, and that many people are more interested in 


securing broader medical care than in selecting their | 


own physician. The opinion was expressed that one 
plan, which had aroused considerable concern in sev- 
eral communities, was limited in its future growth by 
the facilities available, and that at present it did not 
have the finances to expand greatly. It was also stated 
that the medical society prepaid plan would eventually 
win out over one particular closed-panel plan since it 
was competing with that plan and offering the choice 
of physician which people want. In several areas, initial 
reluctance to accept physicians of one plan into society 
membership is gradually being overcome, and greater 
numbers of these physicians are being accepted on their 
individual merits. 

In another area, criticism of one plan centered around 
its lack of continuity of services and the inadequate 
number of physicians to take care of patients’ needs. 
There was also some criticism of the method employed 
in the past to encourage physicians to qualify for a 
bonus. It was also stated that one plan cancels group 
contracts if the group has a poor experience rating. The 
institution of a system of dual choice of plan by indi- 
vidual members of groups has been a positive step by 
this plan, although there was some question as to the 
procedures followed in offering the choice. It was felt 
that other prepaid groups are doing a poor job of sell- 
ing their programs to compete with the closed-panel 


plan in question. The opinion was expressed that the 
closed-panel has been more successful in attracting 
lower income groups than have competing prepaid 
plans. 

The major criticisms concerning one closed-panel 
plan appeared to be that it still had “captive” patients, 
that it resulted in loss of the patient-physician relation- 
ship, that in some cases the plan physicians’ relation- 
ships with patients had the effect of creating poor pub- 
lic relations for the medical profession in general, that 
it was sometimes using ancillary personnel incorrectly, 
that patients had to wait too long for services, and that 
the plan posed an economic threat to physicians in 
smaller communities. It was stated, however, that the 
presence of this plan appeared to result in more sat- 
isfactory services and charges by physicians in the 
community. 

It was pointed out to the committee that fairly re- 
cently in one area many practicing physicians have 
been accepting fee schedules in full payment for medi- 
cal and surgical services for members of various union 
groups. It was estimated that perhaps 50% of the physi- 
cians in the community are engaged in this practice, 
which appears to be an important development in med- 
ical care on a fee-for-service basis. This was considered 
significant since, in this manner, unions are now able 
to secure full payment for their members without join- 
ing the closed-panel plans in that area. 

The meetings with representatives of several county 
medical societies and one state medical association were 
devoted primarily to a discussion of developments and 
problems with respect to another union plan. This plan, 
with the largest membership of all plans in the country, 
has been described in the preceding pages as the one 
with some 6,800 “approved” physicians providing in- 
hospital and office care on a specialist level on either a 
fee-for-service or retainer basis. The physicians on the 
plan’s hospital staffs are on salary. The physicians on 
retainers are referred to as those on “preferred” lists. 

The committee heard various expressions of opinion 
with regard to this plan. There was seldom unanimity 
regarding any statement made. The adverse opinions 
expressed by individual physicians to this particular 
plan in the one area visited are reflected in the follow- 
ing comments: 

1. Things seem to be run from Washington. 

2. Physicians are taken off the approved lists without 
consultation with the medical society. 

3. Some individuals within the plan have stirred up 
feelings in the community at times by inaccurate 
and misleading statements. 

4. Some fear there is an over-all plan to remove pro- 
prietary hospitals from approved lists, so that bene- 
ficiaries will be forced to go to the plan’s hospitals. 

5. The fact that the names of the physicians on retainer 


are not known is resented, rather than the fact that 
these physicians have this financial arrangement. 
6. Certain physicians (those on preferred lists) have 
privileges not accorded to other physicians, such as 
prescribing drugs without prior approval of ad- 
ministrators. 

7. There is a fear that plans of this type might lead to 
channelling patients to physicians on preferred lists. 

8. Plan hospitals have taken nurses away from other 

hospitals by offering higher salaries. 
9. The union controls the hiring and dismissal of 
“check-off” doctors. 

10. The plan removes hospitals from approved lists 
without apparent justification. 

11. The plan’s hospitals admit private patients who can 
pay the established flat rate when beds are avail- 
able, and therefore compete with other hospitals 
and their staffs. 

12. The plan’s hospitals make no provision for the care 
of indigent patients, since the plan is established for 
the care of its beneficiaries. 

13. Statements which attempt to justify the establish- 
ment of plan hospitals on grounds other than the 
need for additional beds have: resulted in serious 
differences of opinion between the societies and the 
plan. 

14. The plan has fallen down where it is needed most 
by cutting off medical care to widows and orphans 
one year after the death of the worker. 

15. General practitioners are approved in some places 
but not in others. 

16. The plan often generalizes in its criticism against the 
profession in a given area rather than substantiating 
charges against specific individuals. 

17. Certain area medical administrators are difficult to 
work with. 

The favorable attitudes and opinions expressed by 
individual physicians concerning this particular plan 
in the one area visited are reflected in the following 
comments: 

1. In one area, the problem of specialist designation by 
the plan does not exist. In this area the local medical 
society has listed qualified surgeons, and the plan has 
accepted this list. 

2. The staff of the plan’s local hospital does a good 
work-up. 

3. The attitude of the society as a whole is one of toler- 
ance. 

4. The society’s liaison committe works well with the 
area medical administrator. 

5. The selection of specialists is a medical society re- 
sponsibility, and is aided by hospital staff knowledge 
of each physician’s experience and previous record of 
performance. 

6. The plan has been of help because now physicians 
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are being paid for work which they formerly per- 

formed for little or nothing. 

7. The number of hospital beds has increased. 
8. Health education is being furthered. 

In one community the committee was informed that 
the plan does not use a definite fee schedule (it will pay 
whatever charges is considers “reasonable,” and, there- 
fore, “the basic concept of good medical care at a rea- 
sonable fee as promulgated by the plan is valid”), that 
patients have free choice of physician and hospital, that 
the plan does not channel patients, that a physician has 
a right to accept the method of remuneration he wants, 
and that the medical profession should encourage the 
development of Blue Shield plans as an alternative. An- 
other physician remarked that there is a need for an 
upward revision of local Blue Shield fee schedules be- 
cause they are too low and are being used by the plan 
as criteria for average fees. 

It was apparent in one area that the personality of 
the plan’s representative, his willingness to work out 
problems with the society, his understanding of local 
problems, and his interest in seeking practical solutions 
have made the plan acceptable to physicians generally 
—even with its limitations as expressed by certain phy- 
sicians. A wholesome example of the relationship be- 
tween the plan’s area representative and the medical 
societies is illustrated by the fact that both he and the 
medical director of the local plan hospital were invited 
to the meeting of medical society representatives at 
which these comments were made. The plan’s area 
medical administrator agreed with some of the remarks 
made and disagreed with others, while giving his assur- 
ance that some of the fears stated were without founda- 
tion. Both the plan and the medical societies’ represen- 
tatives expressed mutual willingness to resolve prob- 
lems as they arise. 

Although the committe visited only one state in 
which this plan operates, information on developments 
in other states and attitudes of other county and state 
societies were conveyed to it by the chairman of the 
A.M.A. Committee on Medical Care for Industrial 
Workers. During the two weeks before its meeting with 
the members of the Commission, this A.M.A. committee 
had met with representatives of the states in which 
acute problems had arisen in relationships with the plan. 

In one state, an agreement!! between the plan and 
the state society had been abrogated by the latter's 
House of Delegates despite certain safeguards in the 
agreement to forestall action of this kind. The action 
was taken, the committee was told, at the behest of 
several physicians in an area where the plan had re- 


ll. “Agreement Between Miners Fund and Pennsylvania Medical Soci- 
ety”’ (Council on Medical Service), J.A.M.A. 161:164-165 (May 12) 1956. 
Cf. “Agreement Between UMWA Welfare und Retirement Fund and Medi- 
cal Society of State of Pennsylvania” (Editorial and Comments), ibid., p. 
155. 
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moved a hospital from its approved list. The House of 
Delegates of that socicty then appointed committees to 
define fee-for-service payments and their exceptions 
and to draft principles governing physicians’ relation- 
ships with all third-party groups. 

Two other state societies have passed resolutions 
dealing with two of the issues previously discussed: 
free choice of physician and method of remuneration. 
Both have informed physicians that they did not look 
with favor upon any physician who includes the plan 
in his negotiations with its beneficiaries. 

The attitudes and actions of the one state society vis- 
ited and the three state societies mentioned by the 
chairman of the Committee on Medical Care for Indus- 
trial Workers seem to represent the range of attitudes 
and opinions about the plan under discussion. The is- 
sues and problems are not new; they have existed ever 
since the plan’s medical program was instituted. Some 
of the problems have been resolved to the mutual sat- 
isfaction of the local medical profession and the plan; 
others have merely simmered over the years and erup- 
ted when certain stimuli appeared.!? 

It can be seen from the foregoing that the opinions 
expressed by representatives of the medical societies 
concerning various forms of medical care plans are 
varied and far from unanimous. 


ATTITUDES OF SPONSORS, MEMBERS, AND 
PARTICIPATING PHYSICIANS 

The preceding section contained a summary of the atti- 
tudes of medical societies toward these various plans. 
The committee has assembled in this section the most 
commonly stated views of persons directly associated 
with various plans, particularly closed-panel plans. The 
fact that these points of view are set forth here does not 
necessarily imply that the committee agrees with them. 
The comments are based on statements in pertinent 
literature and on spontaneous comments volunteered 
by sponsors, by physicians participating in plans and, 
in some instances, by members. This section does not 
purport to contain a complete review of all the com- 
ments, reasons, and motivations. 


Sponsors 

Various reasons have been given for the organization 
of the prepaid medical care plans studied by this com- 
mittee. Some of the plans were organized by fraternal 
groups to furnish medical care for their members. Some 
were formed by management in order to provide med- 
ical care in areas where care was not available. Unions, 
management, and other groups have developed plans 
in some instances because of a real or presumed lack of 
adequate facilities and personnel to provide the type 


12. In June, 1957, the A.M.A. House of Delegates adopted the above- 
mentioned “Suggested Guides” (p. 21 n. 8), which the executive medical 
officer of the Fund has since declared are unacceptable 


and quality of care desired, or in an effort to reduce 
costs of medical care, particularly of diagnostic and lab- 
oratory services. They may believe that members or 
employees need more and better care than they were 
previously receiving, and at lower cost. 

Some unions believe that by organizing such plans 
they encourage a closer relationship between the mem- 
ber and the union. They emphasize to members the 
advantages of collective bargaining for medical, sur- 
gical, and hospital benefits. Management believes that 
these plans bring about a closer relationship between 
the employee and the employer, result in a more stabil- 
ized work force, and reduce production losses. 

The benefits of these plans range from ambulatory to 
comprehensive medical care and are provided by closed 
panels or by physicians on a free-choice, fee-for-service 
basis. Various combinations of these methods are also 
used. The union, management, or consumer groups or- 
ganizing plans indicate that the scope and objectives 
and the methods. by which service is provided are deter- 
mined by the needs of the members. Many of these 
groups believe that the closed-panel practice of medi- 
cine is the best means of providing good medical care 
at low cost. Their argument against free choice of phy- 
sician is, in part, that the average person does not have 
unlimited free choice of physician anyway because his 
selection is limited by his ability to pay, by information 
or lack of information as to the skills of the physicians 
in his community, by the number of physicians avail- 
able, and by other factors. They also argue that free 
choice of physician does not mean that the patient will 
select and obtain the best medical care. Some assert 
that, in some instances, patients who selected their own 
physicians obtained inferior care. 

The sponsors of these plans believe that their over-all 
effect on medical care has been beneficial and worth- 
while if present conditions are compared with those 
existing prior to the development of the plans. There 
are programs to expand the scope of existing plans and 
to establish new ones in other areas, if they are war- 
ranted and if funds are available. They believe that 
these plans have stimulated development of other types 
of medical care plans sponsored by other groups, in- 
cluding members of the medical profession and com- 
mercial insurance companies. 


Members 

Persons desire to participate in these plans for various 
reasons. Some do so because they fear they may not be 
able to pay for the cost of medical care when needed, 
either for themselves or for their dependents, and be- 
cause they believe that these plans would cover more 
of the total cost of medical care than would other plans 
available to them. In addition, the individual may not 
have to pay the cost of participation directly, for it is 


often paid indirectly, either in whole or in part, by the 
employer. 

The availability of dental care, physiotherapy, labo- 
ratory services, and other “extras” as part of the plan 
attracts some persons. Some believe that if they belong 
to a particular plan a physician will be more readily 
available than otherwise. Some persons, previously 
charity patients, may look upon a prepaid plan as a 
means of paying their own way. Others may be inter- 
ested because they are members of a fraternal, union, 
or labor group which has developed a plan and, there- 
fore, they feel they should use it. 

Changing social philosophies have also resulted in 
increased support for these plans, as has the desire 
among the general public for continued improvement 
in methods of financing and provision of medical care. 
Some individuals, particularly those who have never 
experienced a patient-physician relationship, do not 
attach much importance to that relationship in select- 
ing a plan for themselves. The patient-physician rela- 
tionship is changed for those who become members of 
a closed-panel plan as a result of a group decision which 
they did not favor, and for those who had a family 
physician before joining such a plan. 

After having participated in the plan, the majority 
of the members of certain plans approve of the method 
of operation. Low-income groups indicate that these 
plans fill a definite need; that is, they enable members 
to obtain medical services which the members believe 
they otherwise might not be able to afford. Some believe 
that they are getting good care even though they indi- 
cate dissatisfaction with relationships with the staff 
physicians, waiting periods, hours of service, poor loca- 
tion of facilities, and other matters. They believe, how- 
ever, that these factors are counterbalanced by other 
factors mentioned previously, which they deem advan- 
tages of this type of plan. 

Utilization in some plans appears to be lower than 
anticipated. Some members of a plan continue to use 
personal physicians. Others might prefer to use their 
own personal physicians but are reluctant to pay the 
cost of a service which is also available through physi- 
cians provided by a plan which they may be supporting 
indirectly through payments by management as a result 
of collective bargaining. Some members would, of 
course, like to see benefits expanded. Many believe 
that better medical care at a minimum cost is the ob- 
jective of all these programs, regardless of the nature 
of the benefits or the method by which the benefits are 
provided. When members of a direct-service plan ex- 
press their satisfaction with it, others may be led to 
believe that these plans are to be preferred. Converse- 
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ly, member dissatisfaction with the character of medical 
care provided, with the relationship with the plan phy- 
sicians, or with other factors may discourage utilization 
by members and influence others not to join. 


Participating Physicians 
Physicians providing medical service for these prepaid 
plans gave varied reasons for becoming affiliated with 
them. Some desired part-time employment as a means 
of supplementing income. Young physicians in par- 
ticular wanted a basic guaranteed income while devel- 
oping a practice of their own. Some physicians stated 
that contacts at the plan enabled them to develop a 
practice by direct contact with patients or by referral. 
Many physicians stated they were interested in working 
at clinics because of the wealth of clinical material 
available for their education and experience. Others, 
particularly those on a full-time basis, were attracted 
because they were expected to work only a definite 
number of hours and because retirement benefits and 
other fringe benefits were provided by some plans. 
Many physicians indicated that they became inter- 
ested because the physicians practiced as a group. They 
desired group practice because of the close professional 
associations which they believe this type of practice 
offers, and they believe that in such an environment 
they can utilize their skills to a greater degree. Some 
have a sense of dedication and indicate that they are 
gratified to provide medical care to individuals in the 
low income groups served by many of these plans. 
Most of the physicians associated with these plans 
believe that the medical care rendered by plan physi- 
cians is good. These physicians feel they have been 
providing the same quality care which they would 
render to patients in private practice, and that the avail- 
ability of equipment and ancillary services tends to 
raise both the general level of medical care and the 
level of care available to specific individuals. They 
point out that they can order diagnostic procedures and 
provide treatment and medication without having to 
consider or discuss with the patient the latter’s ability 
or willingness to pay for the services. Further, they can, 
to a large degree, ignore the business responsibilities 
of a medical practice and concentrate on their profes- 
sional work. Some of these physicians stated that, al- 
though preventive medicine is an ideal and a major 
objective of these plans, it constitutes a very small por- 
tion of the activities of most plans. Some also indicated 
that the power of lay boards of trustees and lay adminis- 
trators in these plans could result in lay domination of 
medical practice, in exploitation of physicians, and in 
medical care inferior to that of private practice. 
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In the course of its work, the committee learned that 
many varied laws were important in considering the 
organization and operation of the miscellaneous plans 
and the relationship of medical societies with these 
plans.!3 The committee believed that a statement re- 
garding these laws should be included in this report for 
the information of the profession. The statement which 
follows is written for physicians, not lawyers. It avoids 
technical legal terms and detailed analysis and discus- 
sion of statutes and decisions. For clarity and brevity, 
no cases are cited in the text. A few are referred to in 
the footnotes by way of example. 


13. The miscellaneous plans are defined on page 12 of the committee’s 
report. Most but not all of these plans are closed-panel plans. A ‘“‘closed- 
panel” plan is also defined on page 12 of the committee’s report. In general 
it is used here to describe a plan in which a limited number of physicians 
selected by the plan render the medical service. 


The statement is divided into three parts. The first 
part, pages 34-37, shows that the law applicable to the 
organization of the miscellaneous plans varies from 
state to state and that closed-panel prepaid plans are 
legal in some states even though a corporation is in- 
volved and the plan engages in advertising. The second 
part, pages 37-42, shows that medical societies may 
adopt standards for members, but that by taking action 
against physicians because they render services for pre- 
paid plans, including closed-panel pians, they may, in 
certain circumstances, violate federal or state laws re- 
lating to restraints of trade. The third part, page 42, 
shows that the A.M.A. is a federation of state medical 
associations. State associations and county and district 
medical societies have considerable autonomy. They 
may and do act independently of the A.M.A. 
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I. LAWS RELATING TO THE ORGANIZATION 
AND OPERATION OF PREPAID PLANS 


The legal status, internal organization, and operation 
of prepaid plans are in the main governed by the laws 
of the states in which the plans are organized and oper- 
ated. These laws and the structure of the plans vary 
from state to state and within the states, so that a de- 
tailed statement of all applicable law would be imprac- 
ticable. The purpose of this section is twofold: to show 
that as a result of court decisions in some states, legis- 
lation, and the changes in social philosophy which have 
occurred in this country, these miscellaneous prepaid 
plans, particularly closed-panel plans, can now be 
legally organized and operated in some states; and to 
illustrate the variety of laws under which these plans 
are organized and operated. 

The often-repeated phrase “corporate practice of 
medicine” is used by many to describe not only many 
prepaid plans but al6o other different arrangements 
by which corporations make medical services available 
to a well-defined group or to the general public through 
arrangements with physicians.!4 Some use the phrase 
to refer to one of these types of arrangements but not 
to others. Others, however, even use the phrase to de- 
scribe an arrangement in which the organization pro- 
viding or agreeing to provide the service is not a cor- 
poration but a partnership, unincorporated association, 
or trust. As applied to these plans, the ‘phrase’ “corpo- 
rate practice of medicine” is a misnomer. Since this 
phrase has many different meanings and can be mis- 
leading, it will not be used again in this statement. 

The law applicable to the legality of the organization 
of prepaid medical plans is found in court decisions and 
legislation which vary from state to state. Because of 
the nature of most of the plans reviewed by the com- 
mittee, the discussion of these cases and legislation in 
the pages that follow is concerned primarily with cor- 
porations which provide, by one method or another, 
prepaid medical services performed by a limited num- 
ber of physicians selected by the corporation—a closed- 
panel plan. Closed-panel plans and other miscellaneous 


14. Among arrangements by which corporations make medical services 
available to a well-defined group or to the geneial public through arrange- 
ments with physicians are the following: 

Corporations organized for profit by laymen to sell contracts for medical 
services to be rendered by physicians who contract with corporations to do 


80; 

Railroads, mining and lumber companies, and other industrial organiza- 
tions which provide medical services to their own employce- by physicians 
who contract with the organization to do so; 

Fraternal and mutual benefit organizations which provide medical serv- 
ices to members through “lodge” physicians; 

Hospitals and medical schools which provide medical services through 
physicians under contract to do so; 

Cooperatives organized by tay groups to provide medical services to mem- 
bers on a non-profit basis through a limited number of physicians who con- 
tract to do so; 

Not for profit corporations organized by laymen to contract with the gen- 
eral public to provide medical service which is rendered by physicians con- 
tracting with the corporation to do so; and 

Union health centers or other plans financed from a pension and welfare 
fund or collective bargaining and using a limited number of physicians. 
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plans operated by trusts and by other arrangements will 
be considered separately. 


A. Court Decisions Relating to Corporations 
which Utilize Closed Panels 


In the absence of legislation authorizing it, most courts 
have held illegal the sale by a corporation of medical 
services to be rendered by physicians employed by the 
corporation, payment being made to the corporation 
either before or after the services are rendered. The 
decisions are based on various reasons. One very com- 
mon statement in the decisions is that a license to prac- 
tice medicine requires certain personal qualifications 
and training which cannot be met by a corporation, 
since a corporation is inanimate. Other courts reject 
this reason as being superficial but reach the same result 
because they believe that the sale of medical services 
by a corporation would tend to commercialize the pro- 
fession and that there is a danger medical standards 
would be debased. Some courts have emphasized divid- 
ed loyalty and impaired confidence. They believe that 
the physician would be torn between loyalty to his pa- 
tient and loyalty to his employer and that the threat of 
interference by laymen in medical matters is ever- 
present. 

There is, of course, no constitutional provision or 
other inexorable principle which prevents a state from 
authorizing a corporation to provide medical care. The 
question is one of state public policy determined by the 
legislature or by the courts in construing state law. 
State policy in this respect may be, and has been, 
changed by both the legislatures and court decisions. 

Some courts have held that public policy does not 
prohibit the operation of a closed-panel plan by a cor- 
poration organized not-for-profit and have held these 
corporations lawful even when organized and con- 
trolled by laymen. These courts believed that the evils 
and dangers referred to above do not exist in a non- 
profit organization to the same extent as they do in a 
profit corporation. One of these decisions, at least, ap- 
pears to have overruled the state policy as expressed 
in an earlier decision of the same court. Some courts 
make a distinction between the practice of medicine 
and the administration of a plan in collecting money, 
making contracts, and the like. The latter functions do 
not require a license to practice medicine. Some courts 
have indicated a distinction between those plans owned 
and operated by physicians and those by laymen. 

Illustrative of this philosophy, a court in one case 
held that the reasons advanced for prohibiting the pur- 
veyance of medical care by a corporation did not apply 
to a not-for-profit corporation organized for the mutual 
benefit of members who were employees of the govern- 
ment to provide medical services to these members 
through a closed panel of physicians under contract 
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with the corporation.!5 In another case the court held 
lawful a corporation organized by a layman under the 
state's general not-for-profit corporation act which, 
through the membership device, sold to the public 
medical care provided by a closed panel. Extensive ad- 
vertising and solicitation were used to sell contracts.'® 


B. Legislation Relating to Corporations 

which Utilize Closed Panels 

The legislatures of a number of states have expressed 
the state policy or changed it by enacting laws or by 
granting special charters which permit the organization 
and operation of plans which otherwise might have 
been subject to serious legal questions under the court 
decisions which prohibited certain corporations from 
providing medical care. The method used by the legis- 
lature differs from state to state and sometimes within 
the same state as to different types of plans. Some of 
the plans visited or studied by the committee have been 
organized under general statutes enacted by state legis- 
latures to enable the establishment of plans of a par- 
ticular type in accordance with the procedures and re- 
quirements outlined in the statute. In at least one 
instance the legislation, although in general terms, is 
suited to the needs of only one particular plan. In other 
instances plans have obtained special charters from the 
state legislature in order to provide medical service. 
The special charter, which is applicable only to the plan 
in question, authorizes the organization and operation 
of the plan in a specified manner. In a few instances 
plans have been organized in whole or in part under 
the general law of the state authorizing the incorpora- 
tion of “not-for-profit corporations.” Special legislation 
was not necessary. In at least one state a court decree 
approving the purposes of the corporation must first be 
obtained. 

Lay sponsors of medical care plans have sometimes 
sought and obtained this legislation. They have done 
so for various reasons, such as to resolve legal questions 
raised by the decisions referred to previously concern- 
ing corporations, by existing insurance laws, and by 
possible questions of fee-splitting, advertising, and 
soliciting, and also to obtain legislative approval of in- 
ternal arrangements which the sponsors felt were need- 
ed to achieve the purposes of the plan. 

Varied state laws also govern the internal structure 
and operation of the plans after their organization. It 
organized under general not-for-profit corporation 
statutes, the detailed provisions of those statutes apply. 
Some special statutes which enable closed-panel 
plans to be organized also impose specific requirements 


15. Group Health Ass’n. v, Moore, 24 F. Supp. 445 (D.D.C. 1938), af- 
firmed sub. nom., Jordan v. Group Health Ass’n., 107 F. 2d 239 (C.A,. D.C. 
1939). 

16. Complete Service Bureau wv, San Diego County Medical Society, 43 
Cal. 2d 201, 272 P. 2d 497 (1954) reh. den. 


concerning their internal structure and operation. These 
laws also vary from state to state. Some laws have spe- 
cific provisions regarding the composition of the gov- 
erning board. In other states there are no statutes on 
this subject. In some states medical representation on 
the board is not required. In others medical representa- 
tion is required. One of the states requires that 307 of 
the members of the governing board of a particular 
type of plan shall be physicians and that the medical 
director may participate in the deliberations of the 
board but without the right to vote. 

There are variations from state to state with respect 
to supervision by state officials of the finances and 
method of operation. The extent of supervision of fi- 
nances not only varies from state to state but may vary 
within the state with respect to different types of plans. 
In other states, for all practical purposes, there is no 
supervision. In some areas health centers or clinics are 
subject to inspection by health guthorities. 


C. Partnerships, Unincorporated Associations, 
and Trusts 


As mentioned at the outset of this section, partnerships, 
unincorporated associations, and trusts have been used 
to operate prepaid plans. These and other devices, 
rather than corporations, have unquestionably been 
utilized in some instances to avoid challenge under the 
court decisions referred to previously concerning cor- 
porations. The structure and method of operation of 
these devices may vary to an even greater extent than 
the plans operated in corporate form. 

As is the case with corporations, the legality of these 
devices, particularly arrangements with physicians to 
provide medical services, depends primarily on applica- 
ble state law but might be even more difficult to de- 
termine. The precise arrangements, contractual or 
otherwise, between the partnership, association, or 
trust, the physician, and the subscriber, would have to 
be known in order to determine the legality of such 
arrangements, and an extensive analysis would have to 
be made of the relevant statutes of the particular state, 
including statutes dealing with the practice of medi- 
cine, partnerships, associations, trusts, insurance, and 
the like, and of any court decisions relating to these 
subjects. 

In some instances corporations, clinics, trusts, part- 
nerships, and other arrangements have been used for 
different functions or aspects of the same general plan. 
For example, one corporation or organization may con- 
tract with subscribers; another may be used to acquire 
property which is then leased to another corporation or 
to physicians; a corporation may be used to own and 
operate hospitals, this corporation, in turn, being paid 
for its services by the organization having contracts 
with subscribers; one of the corporations may contract 
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with a partnership of physicians or hire them to pro- 
vide services. Various other combinations have also 
been used and may be possible. The law of the state 
in which the plan is organized and operated influences 
to a large extent the legal form the plan will use. 


D. The Taft-Hartley Act 


To some extent the legal form is also influenced by the 
provisions of the federal Labor Management Relations 
Act of 1947, commonly known as the Taft-Hartley Act. 
Payments for prepaid medical care are, in large part, 
obtained through collective bargaining, which is sub- 
ject to the provisions of that Act. The Taft-Hartley Act 
expressly permits payments to be made by employers, 
through collective bargaining to trusts established by 
employee representatives for the benefit of the em- 
plovees and their families and dependents. Many trusts 
of this type have been established. The money paid into 
the trust can be and is used, to provide, or buy insur- 
ance for, medical and hospital care among other pur- 
poses. These trusts provide for medical care through 
direct private insurance carriers, lay-sponsored plans, 
physician-sponsored plans including Blue Shield, sepa- 
rate corporations established for the purpose, direct 
payments by the trusts, health centers, and other means. 
The Taft-Hartley law neither prohibits nor requires 
medical representation on the governing board of the 
trust. Some states have enacted laws with respect to 
pension and welfare trusts. 


SUMMARY 


Thus, unwisely or not, state laws do not universally 
prohibit a corporation from utilizing a closed panel in 
the operation of a prepaid plan. Unquestionably, in the 
absence of permissive legislation this practice in some 
form is barred in some states. It is clearly lawful in 
other states when conducted by not-for-profit corpora- 
tions organized under corporation statutes or enabling 
legislation. Between the two extremes, in other states, 
these closed-panel plans are lawful in varying degrees 
and forms. Similar variations are found with respect to 
internal structure and operation. Some plans are oper- 
ated by partnerships, unincorporated associations, and 
trusts. In case any question should arise as to the legal 
authority of any plan, the problem should be reviewed 
by a lawyer familiar with local law for a careful analysis 
of the statutes and the decisional law of the state in 
which the plan is incorporated or formed or in which 
it is operated, or both. 


li. ANTITRUST LAWS RELATING TO MEDICAL 
SOCIETIES AND PLANS 


The statement is often made that a membership associa- 
tion may grant or deny membership for any reason it 
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sees fit and may discipline members for the purpose of 
enforcing conformity with the association's policies. 
There are, however, important exceptions to this very 
general rule. The application of the rule and the excep- 
tions depends on the particular facts in each case, such 
as the importance of membership in the particular asso- 
ciation, conflict, if any, with well-settled principles of 
public policy, and in some states, particular statutes 
relating to the subject. Despite these qualifications, 
associations, including medical societies, have great 
latitude with respect to membership.'” 


A. Laws Concerning Restraints of Trade Limit 
Enforcement of Medical Society Standards for Members 


One major limitation on an association’s control of 
membership occurs if the association’s actions concern- 
ing membership have an adverse effect on a business. 
The association then becomes subject to the laws regu- 
lating business. Among these laws are the federal Sher- 
man Act and state constitutional provisions and statutes 
prohibiting in one form or another combinations, con- 
spiracies and contracts in restraint of trade, and mon- 
opolies and attempts to monopolize. These laws are 
applicable to association activities, regardless of the 
fact that the association is not engaged in business. If, 
however, the association is also engaged, directly or 
indirectly, in business, or combines with those who are, 
the association’s action will be viewed even more un- 
favorably. 

A medical society, like other associations, is subject 
to these laws if its activities adversely affect a business, 
such as a prepaid medical care plan. The fact that the 
society has created or cooperates with another organi- 
zation providing prepaid care may color any of the ac- 
tions the society takes.1§ 

Four court decisions demonstrate that any medical 
society is on dangerous ground if it denies membership 
to physicians, disciplines members, or threatens to dis- 
cipline members because they do or would render med- 
ical services for a prepaid plan.!9 Action of this nature 
may well be considered an unlawful restraint on the 


17. Illustrative of the latitude and limitations of medical societies with 
respect to membership are the following: Rockmore v. Fein, 99 N.Y.S. 2d 
409 (S.Ct. N.¥. 1950); Harris v. Thomas, 217 S.W. 1068 (Civ. App. Texas 
1920); Porter v. King County Medical Society, 186 Wash. 410, 58 P. 2d 367 
(1936); Irwin v. Lorio, 169 La. 1090, 126 So. 669 (1930) reh. den.; Smith 
v. Kern County Medical Ass’n., 19 Cal. 2d 263, 120 P. 2d 874 (1942); 
People ex rel Gray v. The Medical Society of the County of Erie, XXIV 
Barbour 570 (N.Y. 1857) The State ex re!’ Waring v. The Georgia Medical 
Society, 38 Ga. 608 (1869); Bernstein v. Avameda-Centra Costa Medical 
Association, 139 Cal. App. 2d 241, 293 P. 2d 862 (1956) reh. den. 

18. United States v. Oregon State Medical Society, 343 U.S. 326, 
334 (1952). The Supreme Cowt, commenting on the medical society and its 
prepaid health plan, indicated that their activities in providing prepaid 
medical care might violate the antitrust laws. The court stated: “They are 
now competitors in the field and restraints, if any are to be expected, will 
be in their methods of promotion and operation of their own prepaid plan.” 

19. American Medical Assciation v. United States, 317 U.S. 519 (1943); 
United States v. Oregon State Medical Society, supra f. n. 18; Group Health 
Cooperative v. King County Medical Society, 39 Wash. 2d 586, 237 P. 2d 
737 (1951) reh. den. (1952); Complete Service Bureau v. San Diego County 
Medical Society, 43 Cal. 2d 201, 272 P. 2d 497 (1954) reh. den. 
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business of the plan because the plan may have diffi- 
culty in obtaining physicians to carry on its business. 
This difficulty was aggravated, the courts observed in 
some of the cases mentioned above, because in those 
cases physicians, not members of the society, but work- 
ing for the plans, were subject to disadvantages. They 
were not able to consult with medical society members. 
They could not become certified as specialists or obtain 
or retain staff privileges in certain hospitals. They did 
not have the advantage of graduate courses conducted 
by the medical societies and had difficulty obtaining 
professional liability insurance. In passing, it may be 
noted that this restriction on association freedom to 
control membership applies to all associations; it is 
not peculiar to medical societies.?° 

These cases show that conflict between some medical 
ethics and some aspects of a plan’s operation does not 
automatically justify screening applicants or disciplin- 
ing members because they work for the plan. This point 
is emphasized because many physicians seem to be of 
the opinion that the ethical conflict completely justifies 
such action. In the cases in which a breach of associa- 
tion ethics, medical association or otherwise, has been 
urged as a defense to a charge of violation of the anti- 
trust laws, the courts have held that the mere use of 
the word “ethic” does not insulate the association from 
a violation of the law. 

Courts will examine the nature of the particular ethic 
involved, its interpretation, and the reasonableness of 
its application under the circumstances of the particu- 
lar case. Accordingly, courts have held in two of the 
cases referred to that a medical society was not justified 
in taking action against physicians working for prepaid 
medical care plans which employed a limited number 
of physicians (a closed panel), which collected money 
for services rendered by physicians and paid the physi- 
cians on a salary or contract basis, and which even ad- 
vertised and solicited members or subscribers. The fact 
that patients did not have free choice of physicians and 
that physicians were not compensated on a fee-for- 
service basis was not, the courts held, justification for 
the actions of the societies. 

In one of these cases, the Supreme Court sustained 
a criminal conviction of the A.M.A. and a local medical 
society under the Sherman Act for coercive action 
against a lay-sponsored prepaid plan which provided 
medical services through a closed panel of physicians 
employed on a full-time salary basis. In the words of 
the Supreme Court, “This plan was contrary to the code 
of ethics...” The medical profession advocated that 
physicians should be paid on a “fee-for-service” basis. 


20. An outstanding example in another field is Associated Press v, United 
States, 326 U.S. 1 (1945), veh. den. 326 U S. 802, in which the court held 
invalid a bylaw which effectually denied membership in the Associated 
Press to a newspaper applicant which competed with an existing member. 


Despite the conflict with ethics, the A.M.A. and the 
local medical society were found guilty. 

In one state court case, the court held that the medi- 
cal society had violated the state’s antitrust law. The 
society objected to a prepaid plan because, among 
other reasons, the plan had a closed panel and there- 
fore did not offer free choice of physician. The screen- 
ing of applicants and threats to expel members who 
worked for the plan were not, in the court’s opinion, 
justified by reliance on medical ethics dealing with free 
choice of physician, contract practice, and advertising 
and solicitation. Among the reasons given by the court 
for its decision were: (1) physicians in many cities 
working for closed-panel plans of various types on the 
same basis were in good standing with their local soci- 
eties; (2) to require a plan te employ a larger number 
of physicians than required to serve beneficiaries of the 
plan would be unreasonable; (3) the A.M.A.’s ethics 
provide that “contract practice per se is not unethical,” 
and the court found that the plan did not “render pro- 
fessional service of a quality substantially below that 
rendered by the average physicians ...”; and (4) the 
beneficiaries of the plan had free choice of all physi- 
cians and surgeons participating in the plan and could 
also, if they so desired, terminate their membership 
and subscribe to any other prepaid plan. The society 
had also sponsored a plan which was in competition 
with the plan affected. 

With respect to the ethic relating to advertising and 
solicitation, the courts in two of the four cases held that 
the plans in question did not misrepresent, oversell, or 
otherwise engage in improper conduct. In each case, 
the courts compared the promotional activities of the 
plans with the activities of the medical society spon- 
sored plans and found no substantial difference. 

These cases do not hold, of course, that these same 
ethics under other circumstances, or other ethics, may 
not justify action regarding membership even though 
the action may have an adverse effect on a prepaid 
plan. The Supreme Court has observed that “... . there 
are ethical considerations where the historic direct re- 
lationship between patient and physician is involved 
which are quite different than the usual considerations 
prevailing in ordinary commercial matters. This Court 
has recognized that forms of competition usual in the 
business world may be demoralizing to the ethical 
standards of a profession.”2! 

Although there are no decisions under the antitrust 
laws involving the point, a court might well hold, for 
example, that a medical society would be justified in 
excluding from membership a physician who worked 
for a plan which persisted in false and misleading ad- 
vertising and solicitation and which extolled the phy- 


21. United States v Oregon State Medical Society, 343 U.S. 326, 
336 (1952). 


sicians working for it. Interference by lay owners or 
administrators with the physician in the treatment of 
patients or poor and inadequate medical care might 
also be held to justify such medical society action. 

In any suit filed against a medical society for exclud- 
ing a physician because he works for a prepaid plan, 
the society will have to show that its action was reason- 
ably adapted to maintain and advance the standards of 
medical practice and not calculated to restrain the 
business of the prepaid plan.22 Evidence of improper 
advertising, lav interference with the patient-physician 
relationship, poor quality of medical care, and the like, 
must be clear and convincing with respect to the par- 
ticular plan under consideration. In so far as appli- 
cable, the courts will probably compare the practices of 
the plan with the physician-sponsored plan in the com- 
munity and with the general level of medical care to 
determine whether the society is actually protecting 
the sanctity of the patient-physician relationship, the 
standards of the profession, and other proper interests. 

This discussion of ethics should not be construed 
to mean that the courts in the cases referred to held 
the ethics in question unlawful or improper. The courts 
recognized that medical societies may properly adopt 
standards of conduct for the guidance of the profession. 
Most of the difficult questions, however, arise out of 
methods by which adherence to these standards is 
sought. An ethic may be perfectly proper on its face 
but the manner in which a society enforces the ethic 
in the context of the particular situation may conflict 
with some federal or state law. Thus, in some of the 
cases referred to above and under the facts involved in 
those cases, the courts held that enforcement by exclu- 
sion of physicians from membership because the phy- 
sicians worked for a closed-panel plan conflicted with 
laws prohibiting restraints of trade. 

The foregoing discussion regarding the dangers: of 
screening applicants or disciplining members who 
work for closed-panel plans should not, of course, cause 
a medical society to conclude that membership should 
automatically be granted to a physician simply because 
he works for a plan. 


B. The Federal Sherman Act Applies If 
Interstate Commerce Is Affected 


The federal Sherman Act applies only to activities 
which monopolize or restrain interstate trade or com- 
merce. Two elements must be present for the Sherman 
Act to be applicable: First, “trade or commerce” and 
second, the “trade or commerce” must be interstate, 
and not local or intrastate, in nature. 


22. See instruction to the jury upheld in American Medical Association v. 
United States, 317 U.S. 519 (1943), at page 533. 
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Trade or Commerce 


The statement sometimes is made that the activities 
of the medical profession cannot be affected by the 
Sherman Act because the practice of medicine is not 
trade or commerce. The Supreme Court of the United 
States, however, in the case against the A.M.A. re- 
ferred to previously expressly did not pass on the ques- 
tion whether the practice of medicine was trade or 
commerce. Instead, the court ruled that the activities 
of a prepaid plan allegedly restrained by activities of 
the defendants in that case were trade or commerce. 
Since the activities of the prepaid plan were considered 
trade or commerce, the court did not have to decide 
whether the practice of medicine could be so classified. 

As the A.M.A. case indicates, the Sherman Act ap- 
plies if the activities or business restrained are trade or 
commerce. The fact that the individuals or organiza- 
tions charged with violating the Sherman Act are not 
themselves engaged in trade or commerce does not ex- 
clude their activities from the Sherman Act. Hence, if 
activities of a medical society have an effect on a pre- 
paid medical care plan the fact that members of the 
society are interested in the practice of medicine does 
not preclude the application of the Sherman Act. 


Interstate Trade or Commerce 


The Sherman Act applies only to restraints on inter- 
state trade or commerce and has no application to 
restraints that are purely local and intrastate except in 
the District of Columbia where interstate commerce 
is not required. Interstate trade and commerce is a 
technical concept of such complexity that it cannot 
be discussed at length here. In general, the phrase is 
used to describe business which crosses state lines. The 
fact is emphasized that although restrictive activities 
may be entirely local in nature—that is, performed 
within the borders of a single state—those activities 
nevertheless may affect business which crosses state 
lines and therefore violate the Sherman Act. As the 
Supreme Court stated in one case: “If it is interstate 
commerce that feels the pinch, it does not matter how 
local the operation which applies the squeeze.”2% 

The fact that a state or local medical society's activ- 
ities are performed within the borders of a single state 
is immaterial if these activities affect the business of a 
prepaid plan which crosses state lines. It would like- 
wise be immaterial that the medical society is not en- 
gaged in interstate commerce. In some _ instances, 
however, the plan’s operations will be entirely confined 
to one state and therefore the society's activities may 


23. United States v, Women’s Sportswear Manufacturers Association, 336 
U.S. 460, 464 (1949). 
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not come within the Sherman Act.24 In order, there- 
fore, to determine whether the Sherman Act applies, a 
careful analysis of all of the facts pertaining to the 
operation of the particular prepaid plan will be re- 
quired. This becomes doubly important in view of the 


expansion of existing plans and the development of © 


new plans which may operate directly or indirectly in 
more than one state. 

Among the factors which may be considered perti- 
nent in determining whether interstate commerce is 
involved, although any one or any combination of them 
may not be conclusive in any particular case, are the 
following: To what extent does the prepaid plan oper- 
ate in more than one state? To what extent does the 
plan have subscribers or members in more than one 
state? To what extent does the plan, directly or indi- 
rectly, through arrangements with other plans, cover 
services in other states, or in its home state for indi- 
viduals residing in other states? To what extent does 
the plan negotiate with employers or labor unions con- 
cerning the medical benefits for employees or union 
members residing in more than one state? To what 
extent do the employers and unions make payments 
to the plan from offices in other states? To what extent 
does the plan make benefit payments from its home 
state to persons, hospitals, or organizations in other 
states? To what extent, if any, is there an exchange 
of personnel and supplies between the plan facilities 
in one state and facilities of plans in other states? To 
what extent are materials and supplies for plan facil- 
ities and for physicians serving the plan purchased 
from out of state? To what extent does the plan adver- 
tise in more than one state, either directly or through 
a cooperative effort with other plans? 

Although a medical society's activities and the busi- 
ness of a prepaid plan might in themselves be entirely 
local in nature, under some circumstances the Sherman 
Act might be involved if these local situations can be 
tied into activities of other societies and plans in other 
states. In that event local situations might lose their 
significance as local and intrastate matters and might 
be viewed as part of a multi-state program. 


C. State Antitrust Laws May Be Applicable 


In addition to the Sherman Act, however, consideration 
should be given to the applicability of state antitrust 
laws which apply to trade and commerce within the 
boundaries of each state and to other state laws relating 
to interference with business. Each state has such laws, 
many of which parallel the federal Sherman Act. In 
one of the cases referred to earlier in this section, a 


24. United States v. Oregon State Medical Society, 343 U.S. 326 (1952). 
Although the operations of a prepaid plan adversely affected by a society’s 
activities are entirely local, the society may nevertheless be subject to the 
Sherman Act if it operates a plan or combines with a plan that operates in 
interstate commerce. 


county medical society was held to have violated a 
state’s laws relating to restraints of trade by screening 
applicants for membership and threatening to expel 
members who work for a closed-panel plan.2> One 
difficulty is that the scope of the antitrust laws of many 
of the states has not been construed in modern deci- 
sions. Clearly, however, a medical society before deny- 
ing membership to applicants or disciplining members 
because they work for a closed-panel plan, and before 
engaging in activities which may adversely affect the 
business of a plan, should consult a lawyer skilled in 
the field who is, in addition, familiar with local law. 


D. Other Society Actions May Be Illegal 


Independent of exclusion from membership but 
equally as dangerous, of course, are any other coercive 
activities by a medical society designed to restrain the 
business of a medical care plan. In two of the cases re- 
ferred to previously, the following actions were found 
to be coercive and unlawful under the circumstances: 
inducing hospitals not to afford staff privileges to plan 
physicians, denying plan physicians consultation with 
society members, preventing physicians from working 
for a plan and similar activities. 


E. Other Areas of Lawful Society 
Activity Concerning Prepaid Plans 


The question properly arises whether a medical society 
may engage in any conduct to change the policies of a 
prepaid plan which in the opinion of the society are 
not in the best interests of the profession or of public 
health. There are certain well-recognized areas of law- 
ful activity available. 

A medical society may lawfully and properly use 
education, persuasion, and cooperation in an effort to 
eliminate the evils or potential dangers which the so- 
ciety believes to exist, provided the society's statements 
are fair and accurate and are not part of a conspiracy 
to restrain trade. Activities of this nature have been 
utilized both at national and local levels for many 
vears. 

In the period following World War HI, the A.M.A. 
has, for example, sponsored conferences concerning 
various types of plans in the miscellaneous and unclas- 
sified category. Conferences have been held with coop- 
erative plans, medical directors of union health centers, 
and the medical personnel of the United Mine Workers 
of America Welfare and Retirement Fund. There have, 
of course, been strong differences of opinion and ve- 
hement criticisms of some facets of various plans. The 
A.M.A. House of Delegates has adopted guides for 
physician-sponsored plans, lay-sponsored plans, and 


25. Group Health Cooperative v. King County Medical Society, 39 Wash. 
2d 586, 237 P. 2d 737 (1951) reh. den. (1952). 
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union and management health centers. In June, 1957, 
the House of Delegates also adopted the “Suggested 
Guides to Relationships between State and County 
Medical Societies and the United Mine Workers of 
America Welfare and Retirement Fund.” These guides 
were developed by A.M.A. councils and committees 
after consultation with interested parties. 

The A.M.A. has encouraged state and county medi- 
cal societies to develop committees to study prepaid 
plans in their communities in order to aid in resolving 
problems to the mutual satisfaction of all concerned 
and to offer advice and counsel to them. In addition, 
councils and committees of the A.M.A., acting in an 
advisory capacity only at the request of interested par- 
ties, have aided in resolving disputes between prepaid 
plans and state and county medical societies. 

Argument, persuasion, and publicity have also been 
used by state medical associations and county medical 
societies. By these means in some areas disputes con- 
cerning features of a particular plan have been resolved 
from time to time. In other instances, there has been 
cooperation between the medical profession locally and 
the plan in an effort to resolve problems amicably. So- 
cieties have established committees for this purpose. 
Some societies and committees have assisted particular 
plans in their organizational period and have aided 
them in various ways in accomplishing their purposes. 
In other instances, societies have passed resolutions 
highly critical of particular plans or their methods of 
operation and have given wide circulation to these 
opinions, although no coercive action was taken by the 
societies. This publicity has been designed to gain pub- 
lic support for the viewpoint of the medical society. 

Competition is also available to the medical society 
if it has objections to the manner in which a particular 
plan in its community is operated. One case in this 
field, which the society won, turned on the fact that 
several years prior to the suit the society had aban- 
doned its policy of coercive activities against a particu- 
lar plan (including exclusion of member physicians 
who worked for the plan) and instead developed its 
own plan, which was eminently successful. Other med- 
ical societies have encouraged the development of 
plans and expansion of coverage to meet the particular 
local competitive situation. 

A medical society may also properly present its views 
to the legislature for the purpose of obtaining legisla- 
tion to protect the public and the profession, provided 
the society's action is not part of a conspiracy to re- 
strain trade. The society may set forth its views con- 
cerning legislation to authorize creation of particular 
plans either by suggesting safeguards or by opposing 


the legislation. It may, of course, propose its own legis-’ 


lation. 
Finally, prepaid health plans sponsored by medical 
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societies, and perhaps physicians unaffiliated with any 
plan, are equally entitled to the protection of the anti- 
trust laws. The method of promotion and operation of 
any prepaid plan, not merely the physician-sponsored 
plans, may lead to restraints and monopolies in viola- 
tion of these laws. 

Courts will certainly scrutinize very closely any 
methods or arrangements which may result in any plan 
acquiring a monopoly or near-monopoly in this field in 
any locality. In two of the cases referred to previously, 
the courts, from their comments in the opinions, were 
obviously concerned that a holding in favor of the med- 
ical societies or their plans might result in their plans 
having a monopoly in the prepaid medical care field. 
So also, practices and arrangements by other plans may 
be objectionable if they have the effect of excluding 
from the field other types of plans, including medical 
society plans, or the practitioner unaffiliated with any 
plan. 

There is a fear on the part of a large segment of the 
medical profession that certain types of prepaid plans 
have the potentiality of regimenting physicians. This 
potentiality, many believe, lies in the increasingly large 
sums available for prepaid health services under the 
control of organizations having closed panels of physi- 
cians and, for all practical purposes, “captive patients.” 
The comments of the Court of Appeals of the District 
of Columbia in the A.M.A. case are particularly perti- 
nent in this connection: “...members of the medical 
associations ... perhaps may find in Section 3 |the sec- 
tion of the Sherman Act applying to the District], as 
we construe it, their only protection in the right to 
practice on a fee for service basis.”26 The same observa- 
tion follows more strongly with respect to the right of a 
medical society to conduct its own prepaid health plan 
free from unreasonable restraints. 

Whether in any given locality any prepaid plan in its 
methods of operation is, or will be, unlawfully restrain- 
ing trade can only be determined by a careful analysis 
of the operations of that plan. If interstate commerce is 
not affected, the scope of the applicable state laws will 
have to be considered. 


SUMMARY 


A medical society may adopt standards for its mem- 
bers, but enforcement of these standards by screening 
applicants, or disciplining members, or by other action 
against them, because they work for a closed-panel 
plan, in some circumstances may violate federal or state 
laws relating to restraints of trade or interference with 
business. The fact that some facet of a plan’s operations 
conflicts with the ethics of a society is not automatic 
justification for action by that society. Whether the 


26. United States v. American Medica! Association, 110 F. 2d, 703, 712 
(C.A.D.C,. 1940), cer. den. 310 U.S. 644. 
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society's action is justified will depend on appraisal of 
all pertinent facts with a view to determining whether 
the action is aimed at protecting the quality of medical 
care, the patient-physician relationship, the standards 
of the profession, and the like, or is instead calculated 
to restrain a legitimate business. 

A medical society may, if it objects to a plan or some 
features of its program, express these objections by 
argument, persuasion, and cooperation, by legislative 
activity, and by competition. Medical societies and 
plans which they sponsor are also protected by the laws 
concerning restraints of trade from undue restraints 
which may be imposed by other prepaid plans. 


iil. THE INTERNAL STRUCTURE OF THE 
AMERICAN MEDICAL ASSOCIATION 


As the cases referred to in the previous part of this sec- 
tion disclose, most of the legal problems which arise in 
this field are considered and dealt with at state or 
county levels. This is to be expected, since most of the 
laws relating to the organization, internal structure, 
and operation of prepaid plans are state laws which 
varv from state to state and since medical society activ- 
ities in relation to the plans vary in different localities. 
Another factor which contributes to this result is the 
federative nature of the A.M.A.’s structure. A very brief 
description of this structure is sufficient because it is 
well known to physicians although apparently misun- 
derstood or ignored by many outside the profession. 

The A.M.A. is a federation of state (including ter- 
ritorial ) medical associations, which are known as 
constituent associations. There is only one constituent 
association in each state or territory. The constituent 
associations may charter county or district medical so- 
cieties. A number of these local societies have been 
chartered. They are not chartered by the A.M.A. but 
by their respective constituent associations. Each state 
medical association may select a certain number of 
delegates to the A.M.A. House of Delegates. 

The A.M.A. has its own constitution and bylaws and 
code of ethics. The state associations and county or 
district societies generally have their own constitution 
and bylaws, and, though they subscribe to the A.M.A. 


code of ethics, they may also adopt stricter require- 
ments. Some societies have done so. 

Because the A.M.A. is a federation, the state, county, 
and district societies have considerable autonomy. 
They are not under any obligation to clear their activ- 
ities with the A.M.A. Resolutions adopted by these or- 
ganizations are actions of those organizations only, 
unless subsequently adopted by the A.M.A. House of 
Delegates. Many activities of these organizations are 
known to the A.M.A. only after they have occurred, if 
at all. 

Not all doctors of medicine are members of the 
A.M.A. There are a considerable number of physicians 
who are members of a local society and a state associa- 
tion but who have not applied for membership in the 
A.M.A. In most states, a physician does not automati- 
cally become a member of the A.M.A. when he joins his 
local county society and state association, although 
some state associations require a physician to become 
a member of the A.M.A. when he joins the state associa- 
tion. In order for a physician to become a member of 
the A.M.A., however, he must first be a member of a 
local society and of a state association. 

The qualifications of applicants for membership in 
the local societies or state associations are determined 
entirely by those organizations. If the applicant is ac- 
cepted by the proper local society and is certified to 
the A.M.A. as a member of the state association, he is 
automatically eligible for A.M.A. membership. The 
A.M.A. has only limited authority to accept or reject 
his application. Similarly, disciplining of members orig- 
inates in the local society. The A.M.A. has only limited 
authority in this respect. A disciplined member of a 
local society may appeal the decision to the state asso- 
ciation and, if unsuccessful there, to the A.M.A. Judi- 
cial Council, which is the ultimate authority on 
interpretation of the A.M.A. constitution and bylaws 
and the Principles of Medical Ethics. A disciplined 
member cannot appeal to the A.M.A., however, if he is 
a member only of the county society and the state asso- 
ciation but not a member of the A.M.A. As stated pre- 
viously, a considerable number of physicians have not 
applied for A.M.A. membership although they are 
members of local societies and state associations. 
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The medical profession exists to serve the physical and 
mental needs of all humanity. The tools of the physi- 
cians are life-long study, intelligent use of scientific 
equipment, and dedicated service. 

The medical profession also has long had the objec- 
tive of rendering good medical care at a cost the people 
can afford to pay. 

There are many factors in the attainment of this goal. 
One of these is the freedom of choice of physician 
which has been, and still is, a fundamental principle 
of medical practice. 

The twentieth century has seen basic freedoms of 
mankind restricted or even abolished in many lands. 
The physicians of the United States believe that it is 
their duty to preserve fundamental freedoms to pre- 
vent the deterioration of medical care which has re- 
sulted in many areas because of restrictions on the 
forms of medical practice.+ 

“Freedom of choice” means the right of the individ- 
ual to exercise, without restraint, selection among alter- 
natives. Furthermore, as applied to medical care, an 
individual should have the right to select a physician 
of his choice. The medical profession subscribes to, 
supports, and strives to attain complete acceptance 
and application of this principle of “freedom of choice.” 

The medical profession is aware, however, that the 
principle has been restricted in its application in some 
situations. Among such instances are the following: by 
action of law; by social and economic changes leading 
to new methods of financing the cost of medical care; 
by action of the profession in establishing systems of 
staff appointments granting limited privileges; by the 
rating of physicians for the performance of various 


types of medical care; by the certification of specialists; 
by action of hospitals as recognized in the 1947 Report 
of the Judicial Council which, in part, stated that, 


In order that a high standard of service be maintained, hos- 
pitals may limit somewhat the number of physicians who deliver 
medical services in their institutions and even assign a physician 
to certain definite fields in accordance with his training and 
experience. 


Another example is the reaffirmation by the House 
of Delegates in December, 1957 of the 1927 Report of 
the Judicial Council which stated that a contract would 
be considered unfair and unethical, 


... When a reasonable degree of free choice of physician is 
denied those cared for in a community where other competent 
physicians are readily available. ... (Emphasis added ). 


In December, 1955 the House of Delegates adopted 
the following in its statement on “Medical Relations 
in Workmen’s Compensation.” 


Disabled employees should have the right to accept physicians’ 
services provided by employers, or to select another attending 
physician from a register of all other physicians in the community 
willing and qualified to pertorm the essential service. (Emphasis 


added ). 


Other examples of apparent conflict between prin- 
ciple and its application are the following: Chapter I, 
Section 2, page 5 of the Principles of Medical Ethics 
of the A.M.A. (December, 1955) which is contained 
in the “Guides for Evaluation of Management and 
Union Health Centers” states, in part, that, “Physicians 
... must dispense the benefits of their special attain- 
ments in medicine to all who need them.” Elsewhere, 


+Dr. Price comments: To balance the statement, I should like to point out that the twentieth century has also 
been marked by new freedoms, new opportunities for social and scientific experimentation, improved social status, 
and better living standards. This is particularly true with regard to medical care made available through vast 
funds resulting from collective bargaining which seeks to secure more medical care for large industrial groups. 
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however, in the Principles of Medical Ethics (Section 
5) it is stated that, “...a physician may choose whom 
he will serve”—in which case the patient may be denied 
his choice. In upholding the concept of “free choice 
of physician” it has been stated that, 


Every physician duly licensed by the state to practice medicine 
and surgery should be assumed at the outset to be competent 
in the field in which he claims to be, unless considered otherwise 
by his peers. (Suggested Guides to Relationships between State 
and County Medical Societies and the United Mine Workers of 
America Welfare and Retirement Fund, adopted by the House 
of Delegates, December 1957). 


The latter statement has led to controversy since 
physicians in a community may be reluctant to state 
frankly their opinion as to another's qualifications and 
yet the judgment of concerned physicians elsewhere 
might not be acceptable. 

These historical developments have acknowledged 
that choice of physician is for some people not free in 
the literal sense of the word. Nevertheless, numerous 
resolutions adopted by the House of Delegates have 
continued to reiterate the conviction that “free choice 
of physician” by the patient is essential to the provision 
of medical care of good quality. Some have been con- 
fused because they have failed to distinguish between 
acceptance of the principle and restrictions on its ap- 
plication. The foregoing statements of policy are the 
result of earnest efforts to resolve conflicts between the 
idealism which is an important element in making the 
practice of medicine a profession and the practicalities 
of this modern social and economic era. As citizens, 
physicians have the obligation to resist trends which 
they believe are detrimental to the best interests of 
society. As physicians, our additional function is to pro- 
vide care of good quality to people at a cost they can 
aiford. Since free choice of physician has been denied 
in some mechanisms for the provision of medical care, 
it is incumbent upon the profession to understand the 
reasons for this action and to be aware of its effects 
upon the quality of medical care. 


In the closed-panel, direct service, type of plan vis- 
ited, the committee has uniformly observed care of 
good quality being made available to patients who do 
not have “free choice of physician” in the literal sense 
of the term. This is possible when sponsors of these 
plans have accepted their obligation to see that plan 
physicians are well qualified. Financial arrangements 
exist which make possible the prediction and budget- 
ing for the cost of providing service, Based on its ob- 
servations, the committee finds that the absence of “free 
choice of physician” does not necessarily result in 
inferior care; but the committee in no way intends to 
state that good quality medical care was rendered in 
these plans because of the absence of free choice.* 

The committee has noted a trend toward offering the 
individual employee more than one plan for medical 
care so that he may exercise his choice. The committee 
believes that this development is commendable. It indi- 
cates that proponents of some closed panel plans have 
come to recognize the desirability of a wider choice of 
physician by the patient. 

“Free choice of physician” is an important factor in 
the provision of good medical care. In order that the 
principle of “free choice of physician” be maintained 
and be fully implemented the medical profession must 
discharge more vigorously its self-imposed responsibil- 
ity for assuring the competency of physicians’ services 
and their provision at a cost which people can afford. 

Attention is called to Section 4 of the Principles of 
Medical Ethics, adopted June, 1957 which states, 


The medical profession should safeguard the public and itself 
against physicians deficient in moral character or professional 
competence. Physicians should observe all laws, uphold the dig- 
nity and honor of the profession and accept its self-imposed 
disciplines. They should expose, without hesitation, illegal or 
unethical conduct of fellow members of the profession.+77 


In summary, the medical profession is determined 
to maintain the highest possible standards of medical 
care. Freedom of choice is an important factor in the 
achievement of this goal. 


7+Dr, Price comments: The last part of this sentence is gratuitous. In my opinion, this is not the issue. It tends 
to divert attention from the fundamental issue, which is the provision of good quality medical care despite the 
presence of social or economic barriers. Good quality medical care can be provided by physicians, regardless of 
the framework within which medicine is practiced. The physician who has a deep interest in humanity often 
makes great personal sacrifices to live up to the Hippocratic Oath to provide care to the sick and needy. Such 
dedication is most likely to be nurtured in an atmosphere where freedom to practice medicine without interfer- 
ence is guaranteed—regardless of whether “open” or “closed” panels are involved. 


+77Dr. Reuling comments: “Free choice” must always stand as a principle, and we should never give up 
fighting for principles. However, it is going to become only a hollow phrase unless the county societies throughout 
this country vigorously, and without fear or favor, clean their own house in accordance with Section 4 of the 


Principles of Medical Ethics. 
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IV. THIRD PARTY RELATIONSHIPS IN MISCELLANEOUS 


AND UNCLASSIFIED PLANS 


This section is concerned with the relationships which 
should exist among plan members, and physicians, and 
the many types of medical care plans, particularly 
closed panel plans, which the committee has studied. 
As Part I of the Commission's report discloses, the 
medical profession has dealt for many years with vari- 
ous organizations which assist individuals in paying 
for medical care or which arrange for the provision 
of medical care. Due to many social, economic, and 
legal factors the number of, and enrollment in, these 
organizations has increased. They are often referred 
to as third parties, and are here defined as mechanisms 
which, for any reason, enter into the relationship be- 
tween the patient and his physician. Such an all- 
inclusive definition is necessary because third parties 
assume such a wide variety of forms and activities. 
Among the third parties are the Miscellaneous and 

Unclassified plans studied by the committee. Any con- 
sideration of the relationships that should exist among 

these plans, and patients, and physicians, must be pred- 
icated on recognition of the following: 
1.Some of these mechanisms have been associated 

with medical practice for many years. 

Many of them are likely to remain in the field of 

medical care and become increasingly important 
to patients and physicians. 

.In many states closed panel plans can be legally 
organized and operated as a result of legislation 
and court decisions. 

. The development and operation of these plans have 
been encouraged, in part, as the outcome of collec- 
tive bargaining between unions and employers. 

. Many of these programs are claimed to be an eco- 
nomic necessity for many persons whom they serve. 
. The stated objectives of these plans are the arrange- 
ment for payment and/or the provision of a greater 
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amount of good medical care at a cost that can be 
afforded. 

Problems have arisen between these plans and the 
medical protession. Some of them have been resolved 
but others have persisted and new problems continue 
to arise. 

Many third party mechanisms in the group of Miscel- 
laneous and Unclassified plans have interfered with 
free choice of physician by establishing closed panels 
of physicians. Some of them have caused adverse phy- 
sician reaction by adopting a method of compensation 
other than the usual fee for service. Some of the plans 
have established their own professional standards 
which limit the activities of plan physicians and ex- 
clude some physicians from participating in the plan. A 
great many physicians believe that the development of 
closed panel plans is a threat to private practice. Some 
physicians object to these plans because they change 
the traditional form of medical practice. Some physi- 
cians contend that many of these plans, through admin- 
istrators, or governing boards, or both, interfere with 
the patient-physician relationship; some, that plan 
members cannot secure good quality medical care, and 
some, that closed panel practice has the potential to 
affect adversely the quality of medical care, It is con- 
tended that the personal freedom in the practice of 
medicine might be adversely affected if all physicians 
should ultimately be obliged to associate themselves 
with these plans in order to practice medicine. It is con- 
tended by many physicians that some of these plans 
utilize promotional methods and exercise such absolute 
economic controls as to create a monopolistic effect.¥ 

These contentions have been subjects of controversy 
between segments of the medical profession and vari- 
ous plans. Notwithstanding these disputes, other phy- 
sicians appear to be satisfied with their relationships 


*Dr. Price comments: Monopoly in any form can only be objectionable if it possesses characteristics which 
are inimical to the best interests of society. This is true regardless of whether management, labor, a professional 
society, or any other organized body promotes it. The reference to “monopolistic effect” might therefore be 
equally applicable to Blue Shield Plans in those states which have passed special enabling legislation to give this 
organization the sole legal authority to offer prepaid medical care to the public. 
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with a closed panel type of practice as well as with 
other types of third party mechanisms. 

In order to resolve existing disputes and to avoid 
conflict, there are certain basic concepts which should 
guide the relationships among plan members, and phy- 
sicians, and these plans. The recognition of these con- 
cepts would provide a basis for mutual understanding 
and cooperation and aid in the achievement of a mutual 
objective of both the medical profession and these third 
parties—the provision of good medical care at a cost 
which can be afforded. The most important of these 
concepts, relating to plan members, physicians, and 
these plans, are set forth below. 


PLAN MEMBERS 


Medical care of good quality should be available to 
plan members at a cost which will not be a deterrent 
to the procurement of such care. They should be rou- 
tinely informed of the amounts of the contributions 
of the employer and employee which are expended 
for such services, Mechanisms should be established 
to hear and resolve complaints of patients concerning 
the plan of which they are members. Patients should 
have the widest possible choice of physicians from 
among those serving in a closed panel or from among 
other physicians in the community who are willing and 
competent to render the service. In the latter instance, 
it is essential that there be 1) a mutually acceptable 
determination of fees which a closed panel can pay and 
the willingness of physicians to provide services for 
those fees, and 2) the assurance of competency as set 
forth in subsequent paragraphs and in Section III on 
“Free Choice of Physician.” 

Plan members should become familiar with the scope 
of services afforded by a plan to the end that they will 
be used reasonably and effectively. 


PHYSICIANS 


Physicians are entitled to practice medicine without 
lay interference in decisions on predominantly protes- 
sional matters. Those affiliated with plans should have 
working conditions and remuneration which will assure 
the provision of good medical care. They may accept 
remuneration from any plan on any basis which is not 
in violation of the Principles of Medical Ethics. The 
medical profession may reasonably expect that plans 
should and will cooperate with it in seeking consulta- 
tion and guidance in the attainment of good medical 
care. 

Physicians who provide services under the plan 
should render competent medical care to members of 
plans at a cost which will not be a deterrent to the pro- 
curement of good medical care. They should use rea- 
sonable efforts to prevent unnecessary utilization of 


plan services and facilities. The medical profession has 
a dual responsibility of assuring the competence of its 
members and of disciplining them when evidence of 
incompetence or abuse of plan benefits are present. 
Physicians have the obligation of offering guidance and 
consultation to third parties to improve the quality of 
medical care, and of maintaining active liaison mech- 
anisms to resolve problems and controversies which 
may arise, 


THE THIRD PARTY IN MISCELLANEOUS AND 
UNCLASSIFIED PLANS 


Under proper legal authority, these third parties are 
privileged to develop medical care plans. They may 
reasonably expect that competent medical care will be 
rendered by all physicians who provide services under 
the plan to their plan members at a cost that will not 
be a deterrent to the procurement of such care. They 
may justly expect that their plan will not be subject 
to unnecessary utilization by their plan members. Their 
obligation to expend funds efficiently should be recog- 
nized. They are entitled to the cooperation of the med- 
ical profession in developing and maintaining relation- 
ships which are ethical. 

These third parties should hold administrative ex- 
penses to an acceptable minimum so that the highest 
possible percentage of their income is spent for medical 
care, They should make clearly known to beneficiaries 
the nature and extent of services or benefits which are 
available. The cost to members for plan participation 
should be made known to them by the plan. They 
should provide the beneficiary with the widest possible 
choice of physicians as stated in the paragraph entitled 
“Plan Members.” They should refrain from interfering 
in patient-physician relationships and should prevent 
lay interference in the practice of medicine. When 
plans contemplate entering a community, they should 
give consideration to the effect a closed panel plan 
might have on the practice of physicians who are lo- 
cated there and on the effect of medical care available 
for the community, particularly that segment which is 
not affiliated with the plan. Every effort should be 
made by the third party to minimize any adverse ef- 
fects. These third parties should seek the counsel and 
guidance of the medical profession in the initiation, 
development, and operation of plans. The cooperation 
of the profession should be enlisted in resolving prob- 
lems and controversies which may arise. 

The foregoing represent the bases upon which con- 
clusions and recommendations have been formulated 
with respect to the third party in the group of Miscel- 
laneous and Unclassified plans and its relationships 
with plan members and physicians. These appear in the 
following sections of this report. 
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V. CONCLUSIONS 


The committee has arrived at conclusions concerning 
various characteristics of the miscellaneous and un- 
classified plans, including 1) the nature and methods 
of operation of the various types of plans through 
which persons receive the services of physicians, 2 ) 
the effect of these plans on the quality and quantity 
of medical care provided, and 3) the legal and ethi- 
cal status of the arrangements used by the various 
plans. These conclusions deal with plans in the 
United States in general, and with plans visited in 
particular. The conclusions are divided into four parts: 
A. Conclusions relating to plans in general 
B. Conclusions relating to plans visited 
C. Conclusions relating to laws applicable to these 
plans, particularly closed-panel plans, and to the 
relationships between the medical profession and 
these plans 
D. Conclusions concerning the objectives of the 
Commission 


A. CONCLUSIONS RELATING TO 
PLANS IN GENERAL 


1. The prototype of many of the miscellaneous and 
unclassified plans in existence dates back to the past 
50 and 100 years. 

2. These plans have not grown in number and enroll- 
ment as fast as many physicians believe. They are 
widespread geographically, but enrollment is con- 
centrated in a few plans. 

3. Their origin and development have been influenced 
by economic, social, political, and ideological fac- 
tors as well as technological developments in in- 
dustry and medicine. 

4. There has been a tendency in recent years to extend 

them to other segments of the population than those 
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segments they were first designed to serve. Recent 
developments indicate that they may assume 
greater importance and faster growth. 


. Industrialized areas have been the locus of the 


greatest growth of these plans, but the ideological 
concepts which have influenced the growth of these 
plans in those areas have also encouraged their de- 
velopment in other areas, Where unions have fa- 
vored the expansion of such plans the money for 
financing them has been obtained, in large part, 
through collective bargaining for health benefits. 
Collective bargaining, both local and nationwide, 
for health benefits may result in further expansion 
of these plans. 

The number of union and consumer sponsored 
plans and their enrollment have increased during 
the past fifteen years. This growth is likely to con- 
tinue. (See Part Il, Fig. 4, page 13). 


. The scope of these programs has been changing. At 


first, plans in this group were established to provide 
for the medical needs of beneficiaries due to the 
unavailability or inadequacy of existing medical 
personnel or facilities in remote areas. Later, this 
concept of medical care was extended to other areas 
where mechanisms for the provision of medical care 
were available for occupational and non-occupa- 
tional illness and injury. 


. The trend of these plans is to provide services by 


physicians in closed panels. 


. A characteristic of the prepaid, direct service, plans 


is the establishment of facilities with closed panel 
staffs. In some instances, plans own and operate 
their own hospitals. 

The scope of medical services provided through 
these plans ranges from diagnostic to comprehen- 
sive medical care. 
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11. The benefits provided through various miscella- 
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neous and unclassified plans are broader and more 
comprehensive than those provided through most 
other prepayment mechanisms. 


. In industry the ultimate cost of medical care as pro- 


vided through these plans as well as through other 
prepayment mechanisms is financed largely through 
collective bargaining. This is finally borne by the 
general public in that the cost of the plan is reflected 
in the price of the product or service involved. 


.Closed panel, direct service, plans have not re- 


placed other forms of medical care plans, but have 
stimulated some of the other plans to increase their 
coverage. 

By and large, the medical profession became con- 
cerned with these mechanisms for the provision of 
medical care when issues arose which affected the 
practice of medicine; such as, the economic threat 
posed to the physicians in the community, the type 
of care provided, the long-range influence on the 
quality of medical care, the threat of lay domina- 
tion, and the employment of large numbers of phy- 
sicians on salary or retainer. 


. Lay administrators, solely, direct the activities of 


small percentage of plans. Administrators who do 
not realize the limitations of their medical knowl- 
edge may interfere with the proper performance of 
a plan and lower the quality and quantity of medi- 
cal care rendered. 


. The quality of medical care provided by these plans 


would be adversely affected if, for example, physi- 
cians serving them: 1) carried too great a work 
load, 2) were required to exceed their professional 
limitations, 3) were restricted in their medical prac- 
tice by lay administrators or non-medical admin- 
istrative boards. 

It is increasingly evident that a trend is develop- 
ing among some sponsors of plans and among some 
plans to require as a condition for enrollment that 
each member of a group be given a choice of more 
than one plan in the community. 


. Physicians have affiliated themselves with these 


plans for the following reasons: to supplement in- 
come; to participate in group practice; to gain expe- 
rience and practice more rapidly; to develop a pri- 
vate practice by referrals; to serve certain groups of 
patients and satisfy personal ideals; to obtain job 
security and various personal benefits including reg- 
ular hours of work, paid vacations, pensions, etc. 


. Medical societies have taken various attitudes to- 


wards these plans. Some have cooperated; others 
have expressed disagreement with the methods used 
to attain the stated objectives of the plans, Some 
have made no effort to inquire into their methods of 
operation, have criticized the ethical arrangements 
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involved, have taken no position on them, or have 
actively opposed them for various reasons. 


. Not all members of the medical profession are 


equally informed of the various economic problems 
involved in the provision of medical care to certain 
groups of people or in certain areas of the country. 


. The attitudes of many medical societies towards 


these plans are based upon the reported observa- 
tions of their members with regard to the quality 
of medical care provided to plan participants, the 
reactions of their patients to care provided, their 
judgment of professional and ethical relationships 
involved, th threat to physicians’ income, and the 
changes in forms of medical practice. 


.Some plans embark upon programs without prior 


consultation with local medical societies. Such ac- 
tions create gaps in understanding and may result 
in conflict. 


. The various factors which are causes for conflict 


must be recognized both by these plans and the 
medical profession. 


.Problems and controversies affecting these plans 


and the medical profession can be resolved on a 
foundation of recognition of the valid interests and 
obligations of plan members, physicians, and third 
parties, as set forth in Section IV in the report of 
the Committee on Miscellaneous and Unclassified 
Plans. 


. Free choice of physician” is an important factor 


in the provision of good medical care. In order 
that the principle of “free choice of physician” be 
maintained and be fully implemented the medical 
profession must discharge more vigorously its self- 
imposed responsibility for assuring the competency 
of physicians’ services and their provision at a cost 
which people can afford. 


. An appropriate committee at A.M.A. level is needed 


for investigation of, guidance for long-term solu- 
tions of, and assistance in the resolution of contro- 
versies between the medical profession and these 
third parties. Such a committee would be depend- 
ent upon the collaboration of similar units at the 
state and county medical society levels. 


B. CONCLUSIONS RELATING TO PLANS VISITED 


The committee has arrived at certain conclusions as a 
result of its visits to various plans. The committee has 
described in various parts of this report the nature of 
the study it made in visiting these plans and the general 
scope and limitations of its inquiries. The conclusions 
set forth below are based on, and are necessarily quali- 
fied by, the extent of the committee's investigation. 


1. 


Beneficiaries of many of the plans visited comprise 
for the most part the lower income groups in the un- 
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skilled, semi-skilled, and clerical occupations. Some 
plans with large enrollments accept subscribers rep- 
resenting a cross-section of community occupations 
at any income level. 

2. Most plans which designate themselves as “prepaid 
comprehensive” plans make additional charges for 
injections, medications, laboratory and x-ray serv- 
ices, and home and office calls. Patients in some 
plans utilize private physicians for a variety of rea- 
sons, some of which are: because home care is not 
readily available; because it may be more conven- 
ient to do so; because they may wish to preserve the 
traditional patient-physician relationship if the cost 
is not burdensome. Because there is no unanimity of 
opinion as to what is included in “prepaid compre- 
hensive medical care,” the use of this term by a 
medical care plan is misleading. 

3. Persons who have not experienced conventional 
medical care, or who have not been educated to 
seek medical care when needed, or whose socio- 
economic status is low are more likely to find these 
plans satisfactory than are those for whom the con- 
verse holds. 

. The claims of these programs as to their value in 
“preventive medicine,” which their proponents con- 
tend is inadequately provided by physicians in the 
community, have been exaggerated by many of 
these plans, In the main, the plans are utilized by 
members for diagnosis and treatment when symp- 
toms of illness become evident. 

. Regardless of the program these plans undertake, 
there is evidence that they further health education 
and emphasize the importance of seeking medical 
attention when symptoms of illness appear. 

. Medical care for many persons in the low income 
groups now covered by these plans has improved. 
Some of these people live under conditions which 
make it difficult for them to obtain adequate care 
through the usual available sources. 

7. The committee believes that good medical care is 
being provided, within the scope of services offered, 
by the units (of the plans) visited. 

8. Although patients are assigned on the initial visit, 
in most plans, to specific physicians for examina- 
tions, work-up, and treatment, they may select any 
plan physician during subsequent visits. Such choice 
is limited by the hours served by the physician and 
the time available to the member to visit the plan. 

9. An effort is often made to have the patient select a 
personal physician among those serving the plan. 

10. The continuity of care provided varies from plan to 

plan. It depends upon the scope of services pro- 
vided, the effectiveness of administration, profes- 
sional relationships established, the manpower and 
facilities available, and the degree to which patients 
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are motivated to maintain contact with the plan. 

11. Uniform definitions and criteria to measure utiliza- 
tion in these plans are needed. 

12. Many plans are financed by the earnings of partici- 
pants as a result of collective bargaining, This con- 
tribution to the plan which the individual may or 
may not favor is usually compulsory as a condition 
of employment. His source of medical care is deter- 
mined by the plan to the extent that he is subject to 
additional expense if he secures it elsewhere. A re- 
cent tendency to offer choice of plans has been 
noted. 

13. There is a small but significant number of patient 
complaints in different plans. The outstanding rea- 
sons deal with undue waiting periods for examina- 
tions, the physician’s attitude toward the patient, 
and the amount of time allotted during the patient’s 
visit to the plan. 

. With some exceptions, there are few or no systems 
of documenting patient complaints about the plan, 
their causes, and steps taken to correct them, but 
the committee gained the impression that the plans 
were sensitive to complaints and made reasonable 
attempts to deal with them. 

. The technical equipment and physical facilities 
used by the plans appear to be satisfactory for the 
types of services rendered. 

16. Some plans utilize the services of local physicians 
who are in private practice and who desire to de- 
vote specific hours of work to the plan’s program. 
Other plans have brought physicians into the com- 
munity. The latter method has sometimes aroused 
the concern of the medical profession. Justification 
for this method was claimed on the ground that 
physicians in the community were either unavail- 
able, or unqualified, to render the type of medical 
services desired by the plans. 

17. With some exceptions, physicians serving these 
plans find their remuneration and fringe benefits to 
be acceptable. In some plans, the compensation ap- 
pears to be lower than the income of physicians in 
private practice in the community. 

18. The professional training of physicians who provide 
services in the plans visited appears to compare 
favorably with that of other physicians in the com- 
munity. 

19. On the whole, physicians serving these plans appear 
to have sufficient time to care for patients. 

20. The majority of the plans do not have medical rep- 
resentation on their policy-making bodies. How- 
ever, their governing boards seek the advice of phy- 
sicians in various ways before making decisions 
which involve medical policy. 

21. Medical advisory councils, consisting of prominent 
physicians in the community not associated with the 
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plans, are not utilized as frequently as they should 
be as a source of advice in medical matters and as a 
deterrent to lay domination. 

Although little evidence of lay domination was 
found in the plans visited, it is apparent that the 
threat of lay interference is ever-present and may 
exert itself in various ways and degrees. This could 
result in interference with the independent thinking 
and actions of physicians, result in decisions which 
reflect uninformed concepts held by lay boards, and 
thus affect adversely the quality and quantity of 
medical care. 

The person who has the authority for hiring and fir- 
ing personnel is in a position to influence the quality 
and quantity of medical care provided by the plan. 
The observed pattern whereby some lay adminis- 
trators are given equal status to that accorded to 
medical directors contains elements which may ad- 
versely influence medical care. 


. Medical societies have displayed different attitudes 


toward various closed panel, direct service, plans, 
depending upon the latter’s source of sponsorship, 
despite the fact that the plans may contain similar 
characteristics. Plans sponsored by management are, 
at present, less often regarded with disfavor than 
those sponsored by union or consumer groups. The 
plans sponsored by unions and consumers are of 
more recent development, tend to cover larger num- 
bers of people, and evidence the increasing power 
of these groups in our society. 


. Controversial attitudes on the part of medical soci- 


eties usually result from objections to the structure 
and activities of the plan rather than the profes- 
sional abilities of the plan physicians per se. 


. Physicians serving most of these plans are members 


of local and state medical societies. In a few areas 
some of the physicians serving certain plans with 
large enrollment have been accepted for member- 
ship in the local society but other physicians work- 
ing for the same plan have not yet been accepted for 
membership. In these and other areas, plan physi- 
cians have held and do hold elective positions or 
committee appointments in medical societies. 


. The extension of closed panel, direct service, plans 


to the entire population could serve as a deterrent to 
qualified individuals to enter the practice of medi- 
cine because of inherent characteristics of these 
plans which, of necessity, limit the physician’s free- 
dom insofar as his mode of practice is concerned. 
Many qualified individuals might be discouraged 
from entering the practice of medicine if conditions 
exist which would significantly limit their individual 
freedom. This individual freedom has played a 
major role in providing a high standard of medical 
care. The committee believes that, ultimately, such 


a development could have an adverse effect on the 
quality of medical care. 
28. There are segments of the population for which 
choice of physician is actually limited or non-exist- 
ent due to geographic, social, economic, or other 
factors. 
29. There are several elements which may contribute to 
the relatively low cost to the individual plan mem- 
ber tor the type of service which the direct service, 
closed panel, plan offers. Among these are the fol- 
lowing: 

a. Not all members eligible to receive services util- 

ize the services of the plan. 
. Plans can predict costs of professional services 
since most of their physicians are paid a salary, 
retainer, or other fixed amount of money, and 
ultimate limits of compensation are established. 
c. The plan can eliminate duplication of equip- 
ment, personnel, ancillary diagnostic facilities 
and administrative costs incident to non-group 
practice, thus effecting economies. 
. Savings can be effected by bulk purchases of 
equipment, supplies and drugs. 
. In at least one plan, a certain proportion of the 
income derived from the care of private patients 
by physicians employed full-time by the plan is 
used to pay part of the physicians’ fixed salaries. 

. The committee observed that, in at least one area, a 
local medical society had developed a prepaid plan 
with broad coverage to subscribers with lower in- 
comes in order to compete with a specific closed- 
panel plan. Greater choice of physician is provided 
since any member of the medical society may elect 
to participate in this plan. 
. The responsibility of a closed-panel plan physician 
is divided between his patient and the plan by which 
he is employed. 
. The medical profession has accepted group practice 
as a means of providing medical care and prepay- 
ment as a means of financing medical care. How- 
ever, when group practice and prepayment are com- 
bined in a plan in such a way that their benefits can 
be obtained only from a particular group of physi- 
cians, many physicians look with disfavor upon such 
a plan. 
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C. CONCLUSIONS RELATING TO SOME APPLICABLE 
LAWS 


The committee has had prepared a “Statement Con- 
cerning Laws Relating to Miscellaneous Type Plans.” 
Set forth below in summary form are some of the con- 
clusions in that “Statement.” The committee recommends 
that the “Statement” should be read in its entirety so 
that the conclusions can be read in context and the ap- 
plicable laws and legal principles clearly understood. 
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As applied to the miscellaneous plans, the term “cor- 
porate practice of medicine” has been used in many 
different ways to describe not only prepaid plans but 
other arrangements by which medical service is 
made available to various groups by different cor- 
porations, such as corporations organized for profit 
or not for profit for that purpose, industrial organiza- 
tions, fraternal groups, hospitals, cooperatives and 
health centers. The phrase has been used to describe 
arrangements in which the organization providing or 
agreeing to provide the service is not a corporation 
but, for example, a partnership, trust or association. 
The phrase “corporate practice of medicine” is a mis- 
nomer when used to describe a plan in which a cor- 
poration is not involved. Insofar as the phrase is used 
by some to imply that a particular arrangement or 
plan is universally illegal, it can be misleading. 


. The law applicable to the organization of miscella- 


neous plans varies from state to state. As a result 
of court decisions in some states, legislation and 
changes in social philosophy which have occurred in 
this country, miscellaneous prepaid plans, particu- 
larly closed-panel plans, can now be legally organ- 
ized and operated in some states even though a 
corporation is involved and the plan engages in ad- 
vertising. There is no constitutional provision or 
inexorable principle which prevents a state from au- 
thorizing a corporation, including a closed panel, to 
provide medical care. The question is one of state 
policy determined by the legislature or by the courts 
in construing state laws. 


3. State laws do not universally prohibit a corporation 


from utilizing a closed panel in the operation of a 
prepaid plan. Unquestionably, in the absence of per- 
missive legislation this practice in some forms is 
barred in some states. It is clearly lawful in other 
states when conducted by not for profit corporations 
organized under general corporation statutes or en- 
abling legislation. Between the two extremes, in 
other states, these closed-panel plans are lawful in 
varying degrees and forms. Similar variations are 
found with respect to internal structure and opera- 
tion. Partnerships, trusts, unincorporated associations 
and other devices, rather than corporations, have 
been used in organizing these plans, in some in- 
stances to avoid challenge under court decisions. 


. The Taft-Hartley Act has influenced the legal form 


of some plans in that it permits payments to be made 
by employers through collective bargaining to trusts 
established by employee representatives for the pur- 
pose of providing, or buying insurance for, medical 
care for the benefit of employees and dependents. 
The law neither prohibits nor requires medical rep- 
resentation on the governing board of the trust. 


5. Although medical societies, like other associations, 
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have considerable latitude with respect to member- 
ship, their control of membership is subject to impor- 
tant limitations. A major limitation occurs if the so- 
ciety’s action concerning membership has an adverse 
effect on a business. Court decisions demonstrate 
that any medical society may be on dangerous 
ground if it denies membership to physicians, disci- 
plines members, or threatens to do so because they 
render services for prepaid plans, including closed- 
panel plans. In certain circumstances such action 
might violate the Sherman Antitrust Act if interstate 
commerce is involved, or might violate state consti- 
tutional provisions and other laws relating to re- 
straints of trade. Legal counsel should be consulted 
before action is taken which may affect a prepaid 
plan or physicians affiliated with it. 


. Court decisions show that conflict between some of 


the principles of medical ethics and some aspects of 
a plan’s operation does not automatically justify 
screening applicants or disciplining members be- 
cause they work for the plan. Courts have held, 
under the circumstances of particular cases, that so- 
cieties were not justified in taking action against 
physicians who worked for closed-panel plans in 
which patients did not have free choice of physician, 
physicians were not compensated on a fee-for-service 
basis, and the plan advertised and solicited members 
or subscribers without misrepresentation or im- 
proper conduct. 


7. These cases do not hold that these ethics or other 


ethics in certain circumstances do not justify action 
regarding membership, even though a prepaid plan 
may be adversely affected. Although there are no 
decisions under the antitrust laws involving the 
point, a court might well hold that false and mislead- 
ing advertising and solicitation, extolling of physi- 
cians, interference by laymen in the treatment of 
patients, and inadequate medical care might be 
justification for medical society action in particular 
situations but the evidence would have to be clear 
and convincing. Whether the society’s action is jus- 
tified will depend on appraisal of all pertinent facts 
with a view to determining whether the society’s ac- 
tion is aimed at protecting the quality of medical 
care, the patient-physician relationship, the stand- 
ards of the profession, and the like or instead is cal- 
culated to restrain a legitimate business. Equally 
dangerous as exclusion from membership are any 
other coercive activities designed to restrain a 
medical care plan. The dangers of screening ap- 
plicants or disciplining members in certain circum- 
stances because they work for a closed-panel plan, 
should not cause a society to conclude that mem- 
bership must automatically be granted to a physi- 
cian simply because he works for a plan. 
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8. There are certain other well-recognized areas of law- 
ful activity available. A medical society may lawfully 
and properly use education, persuasion and cooper- 
ation in an effort to climinate the evils or dangers 
which a society believes exist, and activities of this 
nature have been utilized both at the national and 
local levels over many years. Competition is also 
available if physicians object to the manner in which 
a particular plan in the community is operated. Thev 
may encourage the development of plans and the ex- 
pansion of coverage to meet competitive situations. 
A medical society and members of the medical pro- 
fession may also properly present views to the legis- 
lature concerning the structure, method of operation, 
relationship with physicians and other facets of par- 
ticular plans, for the purpose of obtaining legislation 
to protect the public and the profession, or for the 
purpose of opposing legislation deemed detrimental. 
However, activities, otherwise lawful, may become 
unlawful if they are part of a conspiracy to restrain 
trade. Prepaid health plans sponsored by medical 
societies or by groups of physicians, and perhaps 
physicians unaffiliated with any plan, are equally en- 
titled to the protection of laws relating to restraints 
of trade and interference with business, as a result of 
any activities of other prepaid plans. Whether in any 
given locality any prepaid plan in its method of op- 
eration is or will be unlawfully restraining trade can 
only be determined by a careful analvsis of the oper- 
ations of that plan. If interstate commerce is not af- 
fected, applicable state laws will have to be consid- 
ered, 


D. CONCLUSIONS CONCERNING THE OBJECTIVES 
OF THE COMMISSION 


The following conclusions relating to the broad objec- 
tives of the Commission are based on the personal 
observations of the members of the committee. These 
opinions concerning the questions posed by the Com- 
mission are necessarily based on the information avail- 
able to the committee. The members of the committee 
believe these opinions are sustained by their individual 
knowledge, judgment, and experience. 

The following answers should be construed as more 
concise statements of the detailed listing of conclusions 
found in Parts A, B, and C of this section. They are 
to be read and considered in the light of, and in con- 
junction with, the more specific conclusions previously 
enumerated. 


1. What are the effects of these plans on the quality of 
medical care? 


Based upon its observations, the committee believes 
that the qualif¥ of medical care rendered to subscribers 


by the units visited and, within the scope of services of- 
fered, is comparable to the average level of care which 
members of the committee have observed in their years 
of medical practice. 

The quality of medical care has improved for many 
low income groups now covered by these plans since a 
considerable number live under conditions that have 
made the procurement of medical care a difficult 
problem. 

The lack of continuity in medical care, which occurs 
in varying degrees in conventional medical practice, is 
an ever-present problem in the provision of medical 
service through such plans. Fragmented care and lack 
of personal follow-up characterizes a number of rep- 
resentative plans observed in operation. It appears in 
varving degrees and takes different forms, depending 
upon the type and scope of medical services provided 
by the individual plan. 


2. What is the effect of these plans on the quantity of 
medical care? 


The committee believes that these plans have in- 
creased the quantity of medical care received by the 
segment of the population served by them. Many plans 
supply medical care to groups of people who would 
otherwise find it very difficult or inconvenient to obtain 
medical care, and to many people who have not been 
educated to seek such care. 

The committee saw considerable evidence of “pre- 
ventive medicine’ in the way of screening programs for 
the early detection of syphilis, diabetes, tuberculosis, 
parasitic infections, cancer, and some other chronic 
diseases, and of educational efforts to encourage mem- 
bers to utilize the services available. However, the “pre- 
ventive medicine’ aspects of these programs, which 
their proponents contend are inadequately provided 
for by conventional medical practice, have been exag- 
gerated by some of these plans in that such services do 
not prevent persons from getting sick. Also, in spite of 
efforts on the part of the plans to encourage beneficiar- 
ies to present themselves periodically for examination 
for the early diagnosis of disease, the plans are utilized, 
for the most part, by members for diagnosis and treat- 
ment when symptoms of illness appear. 


3. Does the introduction of a third party in the patient- 
physician relationship tend to disturb it and result in 
an inferior quality of medical care? 


The introduction of a third party in the patient-phy- 
sician relationship changes it but not necessarily in such 
a way as to result in an inferior quality of medical care. 
Whether or not it does depends upon (a) what rela- 
tionship existed before the introduction of a third party, 
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and (b) a balance of the advantages and disadvantages 
noted later. 

The addition of a new and important factor to any 
situation changes it. Many of the people now covered 
by the miscellaneous and unclassified plans visited did 
not have a personal physician. For these groups the in- 
troduction of a third party has resulted in more and bet- 
ter care for the following reasons: (1) through such pre- 
payment plans it is easier for people in these particular 
lower income groups to defray the cost of good medical 
care; (2) people largely in the lower social and educa- 
tional levels either in crowded industrial areas or in 
remote regions where medical care was not readily 
available or sought are being educated to seek medical 
care; (3) the plans insist upon a high grade of training 
for those physicians providing specialist services and 
their work is closely and critically scrutinized. 

If such plans were extended to other groups of pa- 
tients, who are cared for by competently trained physi- 
cians, who can afford to pay for their medical care, and 
who are educated to the value of seeking it early in the 
course of illness, these plans would be neither desirable 
nor advantageous. 

The introduction of a third party may then be advan- 
tageous or disadvantageous depending upon a balance 
which exists in any particular plan among the following 
factors. The main advantages are: (1) the physician is 
free from concern over administrative and financial 
considerations involved in patient care and (2) high 
qualifications for the performance of specialized work 
are required. 

The disadvantages are: (1) the flexibility in mecting 
the patients’ needs cannot be as great because of neces- 
sary rules and regulations which are inherent in the 
administration of these plans; (2) the ever-present pos- 
sibility that arbitrary decisions might be made by lay 
boards and administrators which are contrary to the 
provision of good quality medical care; (3) the likeli- 
hood that, due to inertia, necessary changes in proce- 
dure or equipment will not be accomplished expediti- 
ously; (4) that by the very presence of a third party the 
physician bears some responsibility to it as well as to 
the patient; hence, the physician whose income does 
not depend solely upon satisfying a patient’s needs may 
not be so responsive to them; (5) if, because of the 
policies followed by some plans, the patient becomes 
aware that his physician must look to others for direc- 
tion and supervision as to the scope of care to be pro- 
vided and as to procedures to be followed in providing 
it, the physician may lose prestige and dignity in the 
eyes of the patient and this may disturb the patient- 
physician relationship. 

The patient-physician relationship need not be so 
disturbed if these factors are recognized, guarded 
against and successfully overcome. 
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If these plans were extended to cover a large pro- 
portion of the population so that most physicians found 
it mandatory to practice in them, the committee be- 
lieves that many individuals with potential for making 
valued contributions to medicine would be deterred 
from entering the medical profession. It is thus likely 
that an ultimate adverse effect on the quality of med- 
ical care could result. 


4. Will the plans encourage the corporate practice of 
medicine, especially by hospitals? 


The committee believes that constructive comments 
on this subject require further elaboration of the phrase 
“corporate practice of medicine” for the reason that it 
has been used, as indicated in the section dealing with 
Laws Relating to Miscellaneous Type Plans, to describe 
various types of arrangements for medical care. In ad- 
dition, the question above also is expressly applicable 
to hospitals as well as to arrangements concerning pre- 
paid medical care plans. As applied to hospitals, many 
physicians have used the phrase “corporate practice of 
medicine” to refer to hospitals hiring physicians to ren- 
der medical services with the hospital receiving the 
fees. The committee has interpreted the question, “Will 
the plans encourage the corporate practice of medicine, 
especially by hospitals?” on the assumption that the 
Commission would like to know whether prepaid plans 
studied by the committee will encourage the further 
development of closed panels and the use of employed 
physicians by plans and hospitals. 

A characteristic of the prepaid direct service plans is 
the establishment of facilities with closed panel staffs. 
In some instances, plans own and operate their own 
hospitals. In at least one instance, the physicians are 
employed by the hospitals, and in others the financial 
arrangements are between the physicians and the plan. 

If the provision of medical care by a closed panel of 
physicians through a third party mechanism is one form 
of so-called corporate practice, then the successful op- 
eration of the plans under study by the committee 
could well encourage the so-called corporate practice 
of medicine by hospitals. 


5. What is the proper relationship between the medical 
profession and all third party mechanisms? 


The medical profession should assume a judicious, 
tolerant, and progressive attitude toward developments 
in the medical care field. The need for continued exper- 
imentation is recognized, and the profession should 
undertake, and actively participate in, the study and 
development of various mechanisms for the provision 
of medical care of high quality. 
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I. ORIGIN AND DEVELOPMENT OF THESE PLANS 


Reportedly, the earliest forms of voluntary medical 
benefit “insurance” in this country were those offered 
through mutual benefit associations, employee benefit 
associations, and fraternal societies. Some of these date 
back to 1851, and others claim dates of origin of 1854, 
1860, etc. In many instances these earlier efforts were 
developed for the benefit of employees of certain indus- 
tries which might be geographically isolated. There 
were also organizations centered around religious and 
nationality groups at about the same time. For the most 
part their primary interest was providing financial as- 
sistance in the event of death or disability, but many 
of them made provision either for the payment of health 
care expenses or for professional services. 

Some of the present-day legal-reserve insurance com- 
panies were organized originally as employee benefit 
associations or fraternal societies. 

Other committees of the Commission have treated in 
greater detail the benefit programs now being offered 
to the public by entities other than medical society 
plans and private insurance companies. The employee, 
mutual, and fraternal programs are mentioned here 
solely as historical background. 

Although health insurance in varying forms was of- 
fered earlier, the period between 1930 and 1940, follow- 
ing closely after the depression, witnessed develop- 
ments that resulted in its widespread growth. It was 
during this period that the medical profession in Cal- 
ifornia, Michigan, and western New York initiated pro- 
fessionally approved programs to assist in financing 
some of the more costly aspects of health care. That 
these three geographically separated programs were 
initiated at about the same time suggests that this sub- 
ject was receiving serious consideration generally rather 
than because of conditions in a particular area or of 
problems peculiar to any one industry or special interest 
group. 


Insurance companies are credited with having offered 
surgical expense benefits as early as 1903.27 It is said 
that the first successful attempts of this sort were ac- 
complished by adding these benefits (presumably by 
rider ) to individual insurance policies. These offerings, 
however, did not receive much public response, since 
wage-continuation benefits from disability or loss-of-in- 
come insurance were considered more important, The 
introduction of group insurance in 1911 may have 
helped set the stage for the later phenomenal growth 
in the broad field of health insurance. 

Another precursor of the widespread activity between 
1930 and 1940 was the development of several local 
plans in the state of Washington. In 1917 one of the 
county plans in that state was incorporated, although 
there had been previous activity on a less formal basis. 

The plans in that vicinity had a rather complex be- 
ginning, developing largely from contract practice as 
then conducted by interests identified with lumbering, 
mining, and railroad companies. For the most part, 
those plans were created to cope with problems pecu- 
liar to the area. In 1913 a statewide coordinating agency 
was formed in Washington when the local plans became 
involved in underwriting risks which might result in 
claims originating within the state but outside the area 
normally served by a local plan. This earlier activity in 
the Pacific Northwest received relatively little notice 
outside that area until programs had been launched in 
other places.?8 

Although many factors may have contributed to the 
rapid growth of voluntary health insurance after 1940, 
one source ?9 indicates that the interest of the medical 


27. Franz Goldmann, Voluntary Medical Care Insurance in the United 
States (New York: Columbia Press, 1948). 


28. Edwin J. Holman and George W. Cooley, “Voluntary Health Insur- 


ance in the United States,” lowa Law Review 35:183-208 (Winter) 1950. 
29. Ibid. 
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profession and of hospitals was the most important. 
Along with the active interest in health insurance and 
participation by substantial elements of the medical 
profession came continued development of plans with 
medical society sponsorship or approval, including Blue 
Shield. At about the same time the insurance companies 
increased their interest as well as their offerings, and 
various governmental agencies made a number of pro- 
nouncements. 

Prior to this time labor organizations showed rela- 
tively little interest in health insurance, since their at- 
tention was then centered around hours, rates of pay, 
and working conditions. 

These several developments taking place across the 
country were observed by the officers and members of 
the American Medical Association. It was apparent that 
these programs might influence medical practice and 
create new problems, as well as solve some problems, 
in the economics of health care. Recognizing this, the 
House of Delegates in 1943 created the Council on 
Medical Service and Public Relations (renamed the 
Council on Medical Service; the present title was 
adopted in 1946 upon the creation of a separate Depart- 
ment of public relations) as a standing committee. 

This council was given broad responsibilities. Among 
its specific functions are “to investigate matters pertain- 
ing to the economic and social aspects of medical care” 
and to make available facts, data and opinions with 
respect to timely and adequate rendition of medical 
care for the American people . . .” 

Shortly after the launching of the first few plans or- 
ganized either by the medical profession or with its 
approval, plan representatives attended meetings to 
discuss the forming of a trade association, With the 
assistance of the A.M.A., these plans organized the 
Associated Medical Care Plans, Inc., in 1946. The pri- 
mary purpose of this group was to serve as a clearing 
house for information and to supply technical advice to 
those who wished to formulate programs under medical 
society sponsorship. This organization has been named 
Blue Shield Medical Care Plans since 1950. It includes 
in its membership those plans under medical sponsor- 
ship which apply for affiliation and meet stipulated 
requirements. 


In the fall of 1946 several representatives of insurance 
trade associations met with officials and representatives 
of the A.M.A. As a result of several conferences the 
Joint Health Insurance Committee was formed to effect 
liaison between insurance programs underwritten by 
private companies and members of the medical profes- 
sion. Its broad purpose was to provide technical con- 
sultation to the profession on matters relating to health 
insurance and at the same time make available a better 
understanding of medical practices to those engaged in 
insurance administration. Over the years that effort 
underwent changes and resulted in what is now known 
as the Health Insurance Council, which is composed of 
members of the insurance industry without specific 
medical representation. 

During World War II wages were frozen by procla- 
mation of the federal government. Moreover, many 
workers in industry were prevented from changing jobs. 
Labor organizations then petitioned successfully for the 
right to bargain for health and weltare benefits without 
having such employer contributions considered as wage 
increases. Following those developments, the courts de- 
cided in 1949 that employee benefits were within the 
realm of collective bargaining.®° It is estimated that 
from 1945 to late 1955 the number of workers covered 
by “health and insurance plans” (sic) under collective 
bargaining increased trom less than 1 million to more 
than 12 million.3! 

Even prior to the more widespread collective bar- 
gaining, many employers had voluntarily made health 
insurance benefits available to workers and their fam- 
ilies on a group basis. Then too, many persons not affil- 
iated with or belonging to any special interest group 
became aware of the advantages of health insurance. 
The activity and interest of the medical profession, 
labor organizations, government (including numerous 
proposals for compulsory tax schemes or socialized 
medicine ), the insurance industry, and others undoubt- 
edly contributed to arousing the interest of the general 
public. 


30. A Look at Modern Health Insurance (Chamber of Commerce of the 
United States, 1954); Inland Steel Co. v. National Labor Relations Board, 
170 F. 2d 247, cer. den. 336 U.S, 960 (1949). 

31. Older Workers Under Collective Bargaining. Part Il: Health and 
Insurance Plans, Pension Plans (United States Department of Labor Bulletin 
No, 1199-2; Oct., 1956). 


ll. THE COMMITTEE’S SURVEY 
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This committee was charged with the specific respon- 
sibility of reviewing programs underwritten by medical 
society and related plans, including Blue Shield, and 
private insurance programs. In some areas of study the 
committee was able to combine the discussion of these 
two broad categories, while in other instances it was 
necessary or desirable to distinguish them. 

Before stating observations and conclusions regard- 
ing the various objectives, it may be well to summarize 
by category the number of plans and the number of 
persons insured as well as the methods and extent of 
the surveys employed. 


MEDICAL SOCIETY AND RELATED PLANS, 
INCLUDING BLUE SHIELD 


In this classification 116 plans reported approximately 
39 million persons insured by the end of 1955 against 
all or part of professional expense incident to surgical 
care. One new plan was organized in 1956, and the total 
surgical benefit enrollment increased to over 42} mil- 
lion by the end of that year. Of the 39 million enrolled 
for surgical benefits at the end of 1955, about 29 million 
were also entitled to benefits for other professional 
care. This figure increased to nearly 34 million by the 
end of 1956. (The slight variation between the fore- 
going figures and those reported annually by the Sur- 
vey Committee of the Health Insurance Council is due 
to different methods of classifying certain plans). 


PRIVATE INSURANCE PROGRAMS 


The committee attempted to compile a complete listing 
of all private insuring organizations having the charter 
power to write surgical or surgical-medical expense 
benefits for professional care. Although more than 1,400 
organizations are apparently authorized to underwrite 


these risks, the number actually doing so seems to be 
nearer 500, since most of the insurance reporting serv- 
ices tabulated premium and loss data for approximately 
430 companies with respect to hospital, surgical, and/or 
medical expense benefits and also identified some 95 
additional companies as engaged in writing medical 
expense policies without reporting their premium and 
loss data. The number of persons insured by these com- 
panies against the expense of surgical care was in ex- 
cess of 56 million as of December 31, 1955. Surgical 
coverage underwritten by insurance companies in- 
creased to almost 63 million during 1956. As of the end 
of the two years approximately 25 million and 30 mil- 
lion, respectively, were entitled to benefits for profes- 
sional care other than surgery.+ 


SURVEY METHODS 


Since it is the custom of the American Medical Associa- 
tion to secure and compile data from medical society 
approved plans through the Council on Medical Serv- 
ice and its Committee on Prepayment Medical and 
Hospital Service, reports on these plans were available 
to this committee. Basically, this information includes 
enrollment figures and summary descriptions of the 
benefits offered under these programs. 

In addition, the Blue Shield Commission was asked 
what data they might have that would be of interest to 
the Commission on Medical Care Plans. It was learned 
that the Blue Shield Commission had compiled infor- 
mation regarding the characteristics of its member 
plans as well as a tabulation of the amounts of benefits 
payable for the 29 most commonly reported surgical 


+As this portion of the report is being prepared for publication, the total 
number of persons reported enrolled at the end of 1957, by all types of 
voluntary mechanisms, by category of benefit was: Hospitalization—123 
million; Surgical expense—109 million; Regular medical—74 million; Major 
medical and hospital—13 million. 
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procedures. The format of this Blue Shield compilation 
was also used by the staff in seeking data from other 
medical society approved plans. 

With that type of data available, the committee pre- 
pared a study outline and submitted it to the Survey 
Committee of the Health Insurance Council for the 
purpose of securing comparable data concerning the 
programs underwritten by private insurance compan- 
ies. This latter study was divided into two sections: (1) 
those companies writing group insurance primarily, 
and (2) those companies which offer their policies prin- 
cipally to individuals and families. 


EXTENT OF THE SURVEY 


The Blue Shield Commission compiled information re- 
lated to 64 plans, describing (1) their most liberal pol- 
icies (those with the best provisions in either scope or 
extent of benefits), (2) their most prevalent policies 
(those carried by the greatest number of persons), and 
(3) the amounts payable under these policies for each 
of the 29 procedures. 

From this information appropriate tables were pre- 
pared, and questionnaires based on this format were 
sent to 38 medical society approved plans which were 
not included in the Blue Shield study. Approximately 
half of the plans, representing 86% of the enrollment, 
supplied detailed information regarding the character- 
istics of their respective organizations. These responses, 
like those compiled by the Blue Shield Commission, 
have been summarized and tabulated in the statistical 
supplement to this report (Part Il, Appendix C). 

With respect to the characteristics of the programs of 
insurance companies, the Life Insurance Association of 
America, on behalf of the Health Insurance Council, 


conducted a survey among the group-writing com- 
panies. The information gathered through this source 
represented almost 63% and 707 of the surgical and 
medical benefits, respectively, of all such insurance 
companies. 

On behalf of the Health Insurance Council, the 
Bureau of Accident and Health Underwriters (now a 
part of the Health Insurance Association of America) 
conducted a survey among both the larger and the 
smaller insurance companies underwriting individual 
and family surgical and regular medical expense pol- 
icies. It is estimated that this portion of the survey ac- 
counted for between 40% and 50% of the number of 
persons covered by companies writing non-group (indi- 
vidual and family) surgical as well as regular medical 
expense benefits. Again in this instance the data ob- 
tained have been summarized in tabular form. 

Due to the volume of the data concerning Blue 
Shield plans, other medical society approved plans, and 
insurance company programs, this material is included 
in Part IL of this report. 

The committee has not considered it necessary to 
present a detailed analysis of these data. It feels that 
its contribution consists in the fact that, for the first 
time, statistics of this nature have been assembled for 
the benefit of the profession, for all those interested 
in comparing various types of benefits offered, and 
for analyses and comparisons to be made wherever 
deemed desirable. 

It is apparent that variations in benefit payments and 
coverage among various plans do exist. These statistics 
will have served their purpose if they call attention to 
characteristics and provisions which some plans may 
have omitted, or which other plans have sought to in- 
clude in order to broaden the scope of their programs. 
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Il. PRINCIPLES OF INSURANCE 


Because of distortion of the meaning of the term “insur- 
ance,” some segments of the public have come to expect 
underwriting carriers to provide coverages which are 
unsound or improper. Perhaps it would be well at this 
time to restate the basic principles of insurance, as 
follows: 

1. The risk must be subject to the laws of mathematical 

probability. 

2. There must be an insurable interest. 

3. There should be a large number of independent risks 

spread over a fairly large geographic area. 

4. The risk involved must be important to the insured 
party. 

. There must be an element of uncertainty as to the 
occurrence of the event. 

6. The existence of insurance should not have a ten- 
dency to increase the risk or to provide an oppor- 
tunity for the insured to make a financial gain. 

. The risk must be measurable financially. 


In essence, these principles state, respectively, that: 

. It is necessary to be able to predict with a reasonably 
high degree of accuracy just how often the contin- 
gency insured against may occur. 

. The insured must be involved to the extent that he 
would suffer a financial loss upon the occurrence of 
the event against which he is insured. 

3. A diversity of risks is necessary to reduce the prob- 
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ability that a majority of persons insured under a 
single program would be eligible for benefits at any 
one time. 

. If the contingency to be insured against is of little or 
no financial consequence to the insured, there is little 
or no need for carrying the insurance. 

. If a person knows in advance that an event is going to 

take place at a given time, insurance is less appropri- 

ate than budgeting so as to be able to meet the loss. 

The existence of insurance should not result in un- 

necessary use of health services and/or facilities. 

7. The measurement of cost is of extreme importance 

because of the direct relationship between the benefit 
payment and the premium. 
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In applying the principles of insurance to health care 
costs, the committee believes that the proper function 
of voluntary health insurance is to alleviate financial 
distress occasioned by the expenses of necessary health 
care. It follows that health care costs that are routine, 
known to be recurrent, inconsequential in amount, and 
anticipated by the patient should not be insured be- 
cause the administrative charge for the insurance must 
be added to the costs themselves. It should be noted, 
however, that a health care program may ignore some 
of these principles in order to extend or provide benefits 
which would not be covered under a program which 
embodied all of the principles of insurance, 
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IV. “BASIC” AND “MAJOR” HOSPITAL AND MEDICAL EXPENSE BENEFITS 


Enrollment figures have already been given for the 
numbers of persons protected by agreements with med- 
ical society plans and insurance companies. The figures 
related to those insured primarily against the costs of 
surgical care (105 million) and medical care (64 mil- 
lion) by the end of 1956, as distinguished from enroll- 
ment for hospitalization and related benefits. Moreover, 
these figures relate to “basic” benefits rather than to the 
extent of coverage under a newer category of insurance 
known varyingly as “catastrophe,” “major hospital and 
medical,” or “major medical.” 

The most prevalent type of health care insurance of 
either the indemnity or service type is commonly re- 
ferred to as basic. Basic coverage provides benefits ac- 
cording to specified allowances, usually including the 
entire costs up to the maximum allowance. However, as 
a method of minimizing unnecessary or improper claims 
against the insurance fund, the insured may be called 
upon to pay in addition to the premium an original 
amount®? against the cost of the benefit or a stated per- 
centage®? of the total cost, the insurance providing the 
balance up to the agreed allowance. Certain types of 
services are often excluded from benefits in order to 
assure an economical and sound insurance operation. 

A recently introduced form of contract for health 
care protection is called “major hospital and medical” 
insurance. This form provides for comparatively large 
aggregate dollar limits for expense of hospital, medical, 
and related care, usually without limitations on specific 
cost items. Aggregate limits of $10,000, $15,000 and 
$20,000 are not uncommon. In order to protect the in- 
surance against unjustified claims, comparatively high 
deductibles and co-insurances are incorporated. This 


32. In insurance parlance this is referred to as the “deductible.” It means 
that the insured person must spend (or become obligated for) a certain 
amount before a claim is charged against the insurance fund. The deductible 
is usually expressed in a specific dollar amount, Ite purposc is to relieve the 
insurance mechanism from the cost of administering small items of expense 
and thereby to conserve the insurance fund for losses of greater financial 
significance which would otherwise be an undue burden to the insured or 
his family. 


33. The specified portion of the loss which the insured person assumes is 
called co-insurance. Although co-insurance and the deductible are separate 
features, both are often contained in the same insurance agreement. The 
purpose of co-insurance for health care is to provide the insured person a 
continuing as well as an effective financial interest in the costs incurred and 
to reduce demands for unnecessary services, Both the deductible and co- 
insurance clauses reduce the premiums. 


major medical insurance is often used to supplement 
basic coverage for maximum protection. However, a 
marked trend toward reduction of the deductibles and 
the co-insurance has been observed, which may result 
in the substitution of this form for the basic type in 
many Cases. 

Like the basic insurance plans, the origin of major 
medical insurance was modest in comparison with the 
estimated total of 13 million persons insured since it 
was first offered generally in 1951. To some extent spe- 
cial risk policies providing reimbursement of substan- 
tial sums for the cost of treating poliomyelitis and other 
dread diseases may have been a beginning. However, 
the original experiment with major medical insurance 
as it is now generally written was confined to approxi- 
mately 2,200 employees of an organization willing te 
cooperate with an insurer for the purpose of gaining 
data and experience. The experimental group was rela- 
tively homogeneous as to employment, age, sex, and 
income. In 1949 the initial experiment was limited to 
members of the group. Dependent coverage was offered 
the following year, and subsequently all other employ- 
ees of the organization were permitted to participate. 

During this period, other insurers were developing 
cost data from among their own employees and from 
other sources in anticipation of entering this new type 
of underwriting. 

The application of deductibles and co-insurance as 
well as the exclusion of certain benefits in these newer 
and broader forms of insurance is intended to control 
utilization and to reduce premium costs. These tech- 
niques, of themselves, are effective only to a limited 
degree. While insurance creates no new wealth with 
which to pay for health care, it may in the individual 
case offer a temptation to the providers of service to 
increase charges. The insured’s resistance to such in- 
creases is perceptibly weakened by the fact that he is 
personally relieved of the immediate effect unless the 
coverage contains adequate deductible and co-insur- 
ance clauses. 

The foregoing chapters are admittedly only a sum- 
mary. They are intended to serve as a basis for answer- 
ing the specific questions set forth in the objectives of 
the Commission. 
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V. CONCLUSIONS 
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THE NATURE AND METHODS OF OPERATION 
OF THE VARIOUS TYPES OF PLANS 


Medical society plans.—Plans with either medical 
society sponsorship or approval include those which 
were incorporated under special enabling legislation 
and those formed under general statutes of the various 
states or, in several instances under the provisions of 
state insurance codes. In at least two instances such 
plans are not separate corporate entities but are agen- 
cies or extensions of the medical society. 

The methods of operation vary, but in general med- 
ical society plans are administered as insurance organ- 
izations. Sales methods also vary, but for the most part 
these plans make their offerings to the general public 
through salaried representatives. 

Private insurance programs.—The corporate entities 
offering private insurance include companies organized 
on a capital-stock basis, non-assessable (general) mu- 
tual companies, assessment mutual and cooperative 
assessment companies, and fraternal benefit societies. 
Thus, the so-called corporate nature of these organiza- 
tions varies widely, as in the case of medical society 
plans, without any significant set of characteristics nec- 
essarily being applicable to all. 

These companies employ both salaried sales repre- 
sentatives and representatives who are paid in propor- 
tion to their volume of sales. 

It is the understanding of the committee that this 
Commission objective required only statements of fact. 
In view of this, the committee has observed that in 
general there are relatively few marked differences in 
organization or operation between the two general cat- 
egories of plans within its purview. It is recognized that 
management is selected in mutual insurance companies 
by the policy holders, in stock insurance companies by 
the stockholders, and in most instances of medical so- 
ciety approved plans by the sponsoring society. 


By way of further explanation, most mutual insur- 
ance companies utilize salaried sales representatives in 
much the same manner as do plans organized or ap- 
proved by medical societies. Moreover, in some in- 
stances medical society plans using the sales agencies 
of other organizations, such as hospitalization plans, 
may be charged sales costs in proportion to the amount 
of business written. 

As they are now constituted, both medical society 
plans and private insurance programs are mechanisms 
available to the general public by which funds can be 
pooled to assist in the financing of health care. 


THE EFFECT OF THESE PLANS ON THE QUALITY 
AND QUANTITY OF MEDICAL CARE 


Most of the observations of the committee regarding 
this objective of the Commission apply equally to both 
medical society plans and insurance company pro- 
grams. Since these plans provide financial assistance to 
the insured rather than medical care itself, they do not 
appear to have a direct effect on the quality of the care. 

It is most difficult, however, to ascertain the extent to 
which these plans have an influence on the quantity of 
professional care. Undoubtedly, the existence of vol- 
untary health insurance has resulted in an increased 
demand for treatment. Since voluntary health insur- 
ance is only one of the factors in an expanding and 
somewhat inflationary economy, the extent to which 
insurance in and of itself affects the quantity is difficult 
if not impossible to measure. While we realize that it 
has had its effect on increased demand for treatment, 
we cannot measure that effect. 

Insurance undoubtedly encourages timely health 
care because it either reduces or eliminates any fi- © 
nancial barrier. It is apparent, moreover, that voluntary 
health insurance has materially reduced the number of 
people who find it difficult to pay for medical care. 
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THE LEGAL AND ETHICAL STATUS OF THE 
ARRANGEMENTS USED 


This aspect of all medical care plans has been treated 
by the committee appointed to review the laws of the 
various states and the actions of the Judicial Council 
in interpreting the Principles of Medical Ethics. 

It is presumed, however, that all of the medical soci- 
ety approved plans as well as all insurance companies 
have appropriate legal status. This is by virtue of the 
fact that most of them have been organized under the 
appropriate laws of the state in which they were incor- 
porated and are, moreover, accountable to one or more 
state regulatory or supervisory authorities. 

It has come to the attention of the committee that 
some plans apportion a benefit if a policyholder or sub- 
scriber is treated by more than one physician. This is 
especially true in some of the plans which provide ben- 
efits only for surgical procedures. In some instances a 
physician other than the surgeon will manage a case 
before and after surgery. If the benefit is for a surgical 
procedure only and does not include preoperative and 
postoperative care, and if the plan allocates a portion 
of that benefit for either preoperative or postoperative 
care or both, the propriety of this activity might be sub- 
ject to question. It is the opinion of the committee that 
any action on the part of a plan or an insurance com- 
pany which would result in an allocation of a benefit 
contrary to the provisions of the insurance contract 
would constitute an undesirable practice. 


1. What effect, if any, do these plans have on the 
traditional patient-physician relationship? 


If all arrangements for the insurance are limited to 
the subscriber and insurer, and if all medical relation- 
ships remain exclusively between the patient and his 
physician, then the insurance program has no effect on 
the traditional patient-physician relationship. 

On the other hand, if a benefit is payable only in the 
event a subscriber receives care from specified physi- 
cians, or if a benefit otherwise payable would be re- 
duced if health care were not sought from a specified 
list or group of physicians, then the insurance program 
might have a very definite effect on the traditional pa- 
tient-physician relationship. 

In other words, the extent to which any insurance 
program influences the traditional patient-physician re- 
lationship can be gauged primarily by the extent to 
which the insurance agreement limits methods of treat- 
ment or absolute free choice of physician at the time of 
seeking health care. If no arbitrary provisions are con- 
tained in an insurance program, then it can be assumed 
that the program will not affect the traditional rela- 
tionships. 


2. Does the introduction of a third party in this re- 
lationship tend to disturb it and result in an inferior 
quality of medical care? 


In the opinion of the committee there is no disturb- 
ance of the patient-physician relationship, and these 
plans, as they now exist, do not result in an inferior 
quality of medical care. 


3. Are there plans in which the participating physi- 
cian is violating the Principles of Medical Ethics? 


The relationship of the physician to these plans does 
not promote the violation of medical ethics. It is gen- 
erally conceded that the Principles of Medical Ethics 
apply equally to all physicians irrespective of the man- 
ner in which they practice. In other words, a physician 
is expected to comply with these principles whether he 
practices alone, as a partner, or as a member of a group 
or clinic. His affiliation with others, if any, relieves him 
of none of his responsibilities which are inherent in 
medical practice. 


4. Will the plans encourage the corporate practice of 
medicine, especially by hospitals? 


If a plan (incorporated or not) should undertake 
to provide medical care as distinguished from assist- 
ance in financing such care in whole or in part, such an 
undertaking would convey the erroneous impression 
that the plan had the ability to render medical care. 
Only a human being (natural person) is capable of sat- 
isfying the legal and educational requirements for a 
license to practice medicine. 

In several instances a medical benefit program is 
sold and administered either together with or as an 
extension of a hospitalization benefit plan. When the 
medical plan does not include benefits for certain pro- 
fessional services and the hospitalization plan does 
provide payment for services of a professional nature 
which are improperly classified as hospital services and 
payment for such services is conditioned upon being 
rendered by an employee, then there is no question 
that such a program—if offered by a corporation— 
would encourage the corporate practice of medicine. 
This would be equally true of a hospitalization pro- 
gram sold or administered independently of a medical 
benefit plan. 

The committee is of the opinion that classification 
of professional services as hospital services is improper 
and not in the public interest. 

In general, whenever any insurance plan or program 
underwritten by an incorporated body tends to dictate 
the methods and manner by which medical care is pro- 
vided, such activity could be construed as encouraging 
the corporate practice of medicine. 

Because of the foregoing and the fact that qualifica- 
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tions for medical licensure and practice can be satisfied 
only by a natural person, the committee believes that 
a distinction must be made between programs which 
purport to provide medical care and programs which 
assist in the financing of medical care. The committee 
believes that the latter is the only} proper function 
of a medical care program, whether organized as a 
corporation, trust, association or partnership.++ 


5. What is the proper relationship, if any, between 
the medical profession and these third-party financial 
mechanisms? 
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The relationship between the medical profession and 
insurers should be one of free and sympathetic cooper- 
ation without prejudice or bias. It is recognized that 
component medical organizations may sponsor or oper- 
ate health-insurance mechanisms. However, individual 
physicians should assume the responsibility of cooper- 
ating with all recognized and proper methods of insur- 
ing health care costs, should assume the responsibility 
of being informed, and should advise and encourage 
their patients and the public in the proper evaluation 
and utilization of such methods, 


*Dr. Conway comments: Unquestionably, the committee sincerely believes this statement, and hence, as 
worded, the statement is undoubtedly correct. However, I believe that the principal function of a medical care 
plan is to assist in the financing of medical care. “Only” is exclusive. Trustees of a fund can build a very strong 
case for the position that they have a responsibility to see that the product for which money is expended is of good 
quality. “Only,” in my opinion, if the medical profession assumes and discharges the responsibility for quality of 
care can the statement, as made, be upheld. 


*7Dr. Price comments: Here, I should like to point out that this statement deals specifically and solely with 
the Blue Shield and other types of medical society approved plans as well as with commercial insurance. This 
statement does not refer to the group of plans in the Miscellaneous and Unclassified category which, in many 
instances, are service oriented. 

However, plans providing service benefits are now not only popular but in great demand among industrial 
groups. It is my feeling that if Blue Shield plans are to compete with those of the service oriented programs in the 
Miscellaneous and Unclassified category, the former must initiate and expand service benefits and educate all 
physicians in the need for participating in their provision. 

If the reader would refer to the valuable experiments now being conducted by some Blue Shield plans listed 
in Part IL of the Commission's report, he would find that the medical profession not only has the means at hand 
to offer medical care through service programs but has made a beginning in offering service benefits to the 
population. Such a broader and enlarged development would help meet the needs that are now being acknowl- 
edged by newer forms of medical practice. 

The growing public consciousness in the costs of surgical, medical, laboratory and other diagnostic services 
demands that people be adequately informed of the full costs of such services and the basis upon which they 
are determined. Therefore, the adoption of relative value schedules throughout the country, which actually would 
serve as a basis for the establishment of fee schedules, may well provide the patient and the medical profession 
with an acceptable solution to some of the problems discussed by this committee. The present indemnity benefit 
schedules, as distinguished from service benefits, are frequently misunderstood by many people because such 
indemnity schedules often imply that they are full, or reasonably full, payment for procedures. In effect, however, 
they represent only partial payments since the actual charge is determined through arrangements between the 
physician and the patient. The disturbing feature is that this information is acquired by the patient in too many 
instances only after the medical services have been rendered. The important topic of relative value schedules is, 
I understand, presently being studied by another committee of the American Medical Association. Its results are 
being awaited with great interest. 
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VI. ADDITIONAL OBSERVATIONS 


The committee discussed many aspects of these pro- 
grams with regard to their over-all philosophy as well 
as their specific coverage. The committee feels that cer- 
tain of these aspects should be emphasized, since sev- 
eral of them may have bearing on other mechanisms 
within the province of the Commission. 


PROFIT VERSUS NON-PROFIT 


A great deal is spoken and written about the relative 
virtues of profit and non-profit organizations in the 
health-insurance field. With respect to this, the com- 
mittee believes that whether a plan is professedly or- 
ganized for profit or not seems to have little effect on its 
inherent ability to provide sound, adequate insurance. 
Nor does this characteristic exert a discernible influence 
on the proper practice of medicine. The profit motive 
is the wholesome driving force of private enterprise. In 
health care, profits developed out of the operation of 
the plan may be returned either to stockholder-owners 
in cash dividends or to policyholder-subscribers as 
lower insurance costs or expanded benefits. Sponsors 
and organizers of such plans receive an indirect benefit 
from their operation to the degree that private practice 
of medicine is preserved. 

The open, free, and keen competition among all types 
of voluntary health insurance is in the public interest. 
Such competition engenders experimentation, looking 
toward improvement in coverage, cost, and availability. 
It stimulates widespread adoption of such improve- 
ments. 


SERVICE VERSUS INDEMNITY 


The relative advantages and disadvantages of service 
(full payment) and indemnity (specified allowances ) 
are also discussed often and with intense feeling. Each 
type of program has certain featurcs and characteristics 
which make it attractive for various reasons to different 
groups. With regard to this, the committee believes that 
both service and indemnity plans are based on insur- 
ance principles. The distinguishing feature of the serv- 
ice type of plan lies in the contractual fee-for-service 
arrangements between the plan and the providers of 


the services. It is not impossible that similar arrange- 
ments may be made between indemnity plans and the 
providers of health services, thus in effect accomplish- 
ing the same result. Conversely, service plans employ 
the indemnity approach under some circumstances and 
with respect to some benefits. 

Insurance against the cost of health care should not 
be confused with the purchase or rendering of care. 
Indemnity and service plans both undertake at stipu- 
lated rates to provide certain benefits, usually limited 
by dollar amounts, under certain conditions. Some or- 
ganizations often called insurance plans are in reality 
not risk-bearing undertakings but arrangements where- 
by their members employ professional personnel and 
either contract for or own and operate hospitals to 
render covered services, The employment of personnel 
is usually on either a salary or capitation basis. 


INFLUENCES OTHER THAN 
INSURANCE AND MEDICINE 


In any appraisal of the ability of insurance to fulfill its 
proper function in alleviating the distress of the costs of 
health care, consideration must be given to influences 
outside the insurance programs and the medical pro- 
fession. To do this it is essential to analyze the demands 
sometimes made of the insurance mechanisms. 

There are special interest groups (both govern- 
mental and non-governmental) which propose unreal- 
istic goals. These may be proposed intentionally or be- 
cause of a lack of appreciation of the true function of 
insurance, Because health and health care are often 
highly subjective, the financing of such care often in- 
volves a high degree of emotionalism unless caution is 
exercised in facing realities. This applies not only to a 
consideration of the sources of health care, but to the re- 
sponsibilities and philosophies of the recipients as well. 

In other quarters, including some echelons of govern- 
ment, programs proposed in the name of insurance may 
contain elements which are incompatible with the well- 
established fundamentals of insurance. 

It should perhaps be repeated frequently that insur- 
ance is a financial mechanism—a means rather than an 
end-result—in the realm of health care financing. To 
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refer to it as anything more or less is unrealistic. More- 
over, such activity, whether intentional or otherwise, 
renders a disservice to the insurance mechanisms and 
to those who are insured as well as to those who con- 
template such coverage. 

The existence of an insurance plan cannot in and of 
itself create professional personnel nor guarantee the 
availability of health care. In the final analysis, only 
physicians, together with ancillary professional and 
technical personnel, are competent by law, education, 
and training to render such care. 


ORGANIZATIONAL CONTROL AND RESPONSIBILITY 
From time to time medical society plans and certain 
insurance companies are criticized on the broad as- 
sumption that they are controlled by special interest 
groups or because the subscribers or policyholders are 
not specifically represented on the governing board. 
The committee believes that voluntary insurance 
should be controlled and operated by those who bear 
the responsibility for its success. Thus, representation 
on governing boards or in management by those who 
are without accountability for the results of the enter- 
prise contributes nothing and can be an obstacle to 
successful development. The importance and intimacy 
of health services are such that control without respon- 
sibility can lead directly to concentrations of authority 
that are alien to the public interest. Organizational con- 
trol both of voluntary insurance and of the actual pro- 
vision of service should be restricted to those who have 
a real responsibility for the success of the function that 
they direct. 


MERIT RATING 


There are two general methods of calculating premium 
charges for insurance coverage. One is known as com- 
munity rating and the other is sometimes referred to as 
merit rating. The former applies the same basic rate to 
all persons or groups within a given jurisdiction. That 
is, all groups pay the same premium for the same con- 
tract coverage without regard to such differences in the 
composition of the various groups as age, sex, or type of 
industry. The merit-rating approach tends to classify 
groups according to their inherent characteristics as re- 
fined by their claim experience. In other words, if one 
group experiences lower losses (less claim costs in rela- 
tion to premium payments ) within its membership than 
another, this better-than-average experience may be 
reflected either in a rate credit or in a lower premium 
rate, Since the very nature of insurance is in risk as- 
sumption and the pooling of funds, the committee be- 
lieves that the practices of the insurer must not unfairly 
discriminate against any group in total insurance costs. 
Conversely, the insurance charge must fairly discrimi- 
nate among risks by reflecting with reasonable accuracy 
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the risk transferred to the insurer. Merit or experience 
rating applied to preferential risks must be used with 
restraint. 


DUPLICATE COVERAGE 


For a large number of persons there is ample oppor- 
tunity to become insured concurrently under several 
types of programs. This is especially true in those in- 
stances where both husband and wife are gainfully 
employed. Each may have the opportunity to become 
the primary insured at the place of employment and 
include the spouse and children as dependents. Above 
and beyond this, there are many opportunities to buy 
supplemental insurance on an individual basis or to 
participate in other than employer-employee group 
programs by virtue of membership in organizations. 
This can frequently result in what is known as either 
duplicate insurance or over-insurance. This problem is 
recognized particularly by those who are engaged in 
health-insurance administration as well as by those in 
the health professions. The committee decries as inim- 
ical to the public interest issuance of duplicate cover- 
age or over-insurance that permits the insured or pro- 
vider of service to profit from disability. 


CONTINUING RESPONSIBILITIES 


Preservation of the fee-for-service principle and of free- 
dom from third-party interference depends upon a uni- 
versal recognition by the individual providers of health 
service of their moral responsibility to charge fees 
based upon the intrinsic value of service rendered and 
not influenced by the existence of any mechanism for 
the financing of health care costs. 

The development of the unallocated-expense types 
of health insurance re-emphasizes the responsibility of 
the providers of service to safeguard against abuse, 
extravagant utilization, and unnecessary procedures 
that would raise the total burden of health care. Infla- 
tion of health care costs, particularly when attributable 
to such practices, could well lead to imposition of third- 
party controls. 

These points have been recognized by the American 
Medical Association on previous occasions and were 
well stated in a report of the Council on Medical Serv- 
ice adopted by the House of Delegates during the 1954 
Clinical Session, when this Commission was created, It 
seems appropriate to include the following excerpt 
from the 1954 statement: 

... It should be remembered that insurance does not create 
any new wealth. It merely assists in conservation. Insurance may 
conserve the ability of an insured person to fulfill his normal fi- 
nancial obligations. It does not enhance his ability to discharge 
added responsibilities if they are in the form of increased fees. 
To use insurance as an excuse to revise professional fees upward 
is but to contribute to the defeat of its purpose. 
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INTRODUCTION 


At the April, 1956, meeting of the Commission on Med- 
ical Care Plans, the Committee on Industry Programs 
reported on the need for a clear statement of desirable 
objectives, scope, facilities, and personnel requirements 
of occupational health programs by some agency of the 
American Medical Association. Such a statement was 
considered necessary, following the committee's studies 
of industry programs, which are discussed later in this 
report, to supplement the “Guiding Principles tor Eval- 
uating Management and Union Health Centers” which 
had been approved by the House of Delegates in Bos- 
ton on December 1, 1955. 

Both the Commission and the Board of Trustees con- 
curred in the committee’s recommendation, and the 
Council on Industrial Health was asked by the Board 
of Trustees to prepare such a statement. The statement, 
entitled “Scope, Objectives, and Functions of Occupa- 
tional Health Programs,” was adopted by the House of 
Delegates at the Annual Meeting in New York on June 
6, 1957. In recommending the adoption of the statement 
by the House of Delegates, the Reference Committee on 
Hygiene, Public Health, and Industrial Health stated**: 


384. “Occupational Health Programs’ (Proceedings of the New York 


Meeting, June 3-7, 1957), J.A.M.A. 164:1104 (July 6) 1957. 


It is the unanimous opinion of vour reference committee that 
the House has before it a statement which tor the first time 
clearly defines the scope, objectives, and functions of occupa- 
tional health programs. It marks the needs and boundaries of 
occupational medicine. It states in a positive fashion the proper 
place of occupational health programs in the practice of medi- 
cine, and it clearly charts the pathways of communication be- 
tween physicians in occupational health programs and physicians 
in the private practice of medicine. 


Almost every practicing physician is in some way 
part of occupational health. Whether directly, through 
contractual association with an industrial organization, 
or indirectly, through the diagnosis and treatment of an 
employee or a member of his family, the physician must 
be aware of all aspects of occupational medicine, Prob- 
ably the most important conclusion that can be drawn 
from the committee's report of its study of medical care 
programs in industry is the recommendation that the 
local medical society be consulted to assure that the 
given program of “occupational medicine” is in agree- 
ment with the established community practices. 

In view of the importance of this statement and its 
bearing on the committee’s work, it is here reproduced 
in its entirety as the next chapter of this report. 
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TIONAL HEALTH PROGRAMS” 


I. STATEMENT ON THE SCOPE, OBJECTIVES, AND FUNCTIONS OF OCCUPA- 


INTRODUCTION 

As used in this statement, the term“occupational health 
program” means a program provided by management 
to deal constructively with the health requirements of 
employees and employers in relationship to employ- 
ment. 

The term “occupational medicine” means that branch 
of medicine practiced by physicians in meeting med- 
ical problems and needs under occupational health 
programs. | 

Occupational health programs in the United States 
stem from the medical services established by some 
employers in the middle of the 19th century to meet 
the needs of their employees in locations where med- 
ical services were not satisfactory or readily available. 
Further impetus to their development was given by the 
enactment of laws in various states which obligated 
many employers to maintain safe and healthful work 
environments and to compensate employees for occu- 
pational disability or death. 


OCCUPATIONAL HEALTH PROGRAMS 


Although health maintenance is primarily the respon- 
sibility of the individual, an occupational health pro- 
gram represents management's recognition of its obli- 
gation to provide a safe work environment and its 
opportunity to promote better health among its em- 
ployees. While circumstances may affect the extent of 
certain services which may enter into a comprehensive 
health program, a high quality of performance must be 
preserved at all times. | 7 

Cooperation between physicians, nurses, industrial 
hygienists, technicians and other personnel of the occu- 
pational health program and management personnel 


35. “Scope, Objectives, and Functions of Occupational Health Programs,” 
ibid., pp. 1104-1106. 


responsible for the employment, safety and well-being 
of employees is essential. Occupational health person- 
nel should cooperate also with private and _ official 
community agencies providing health, safety, employ- 
ment, and welfare services. 

Through the years many forms of occupational 
health programs have been developed from which has 
emerged an acceptable basic pattern. Experience indi- 
cates that success can best be assured when: 

1. The program 

(a) Observes the basic principle of service to the 
individual by a physician and conforms to medical cus- 
toms in the community. 

(b) Complies with existing laws. 

(c) Emphasizes prevention and health maintenance. 

(d) Utilizes community medical resources when 
adequate or when they can be developed reasonably. 
2. The physicians participating in the program 

(a) Maintain high standards of professional service 
and conduct for the benefit of employee and employer 
alike. 

(b) Cooperate and maintain proper liaison with 
other physicians in the community and with the local 
medical society. 

(c) Are engaged and compensated in accordance 
with the Principles of Medical Ethics of the American 
Medical Association. 

(d) Do not use their occupational health affiliations 
as a means of gaining or enlarging a private practice 
among employees. 


In recent years, with the recognition by employers 
and employees of the values attainable through occu- 
pational health programs which apply the advances in 
preventive medical and engineering knowledge, the 
earlier concept of curative occupational medicine has 
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been broadened to include and emphasize prevention 
and health maintenance. 

Although current programs reflect varying degrees 
of development, they all provide a common opportu- 
nity for employers, employees and physicians to carry 
on adult health programs which supplement other 
health services available in the community and which 
serve as effective components in community health. 

From time to time, problems arise out of a misunder- 
standing of the proper scope of occupational health 
programs as contrasted with medical programs for per- 
sonal (non-occupational) illness of employees. It is, 
therefore, essential that employers, employees, and 
physicians recognize the fundamental distinction be- 
tween these two types of programs. 

In general, these two kinds of programs differ in ob- 
jectives, methods of financing, amount and type of 
service provided, and, in some cases, in the composi- 
tion of the group covered. Although the same medical 
personnel may serve or administer both types of pro- 
grams, certain activities of occupational health pro- 
grams are not appropriate to, and cannot generally be 
performed successfully within the framework of, per- 
sonal medical service programs. The occupational 
health programs must be oriented to the work environ- 
ment and to the health of the employee in relation to 
his job. On the other hand, when service rendered by 
physicians under occupational health programs ex- 
ceeds the limits described hereafter, the occupational 
heaith program becomes to that extent a medical pro- 
gram for personal illness and should be so recognized 
by all concerned. 


MEDICAL PROGRAMS FOR PERSONAL 
(NON-OCCUPATIONAL) ILLNESS 


These programs owe their existence to certain factors 
and circumstances in the employer-employee relation- 
ship not directly related to occupational health consid- 
erations. A major objective of such programs is to dis- 
tribute the cost of medical service so as to lighten the 
economic burden on the employee. Some programs in- 
clude dependents and/or retired employees as well as 
the employed group. They are usually designed to pro- 
vide medical, surgical, and hospital care. The cost of 
such programs may be financed jointly or solely by 
management, unions, or the subscribers. Medical serv- 
ices may be provided by personal physicians, or by 
physicians in management or union health centers, or 
by other physicians upon referral. Such personal medi- 
cal services may be diagnostic, therapeutic, or rehabil- 
itative, and may be limited or comprehensive in scope. 
These programs are separate and distinct from occupa- 
tional health programs, the objectives, activities, facil- 
ities, and personnel of which are described in the re- 
mainder of this statement. 


OBJECTIVES OF 
OCCUPATIONAL HEALTH PROGRAMS 


The objectives of an occupational health program 
are: 
1. To protect individuals against health hazards in their 
work environment. 
To insure and facilitate the placement and suitability 
of individuals according to their physical capacities 
and their emotional make-up in work which they can 
reasonably perform with an acceptable degree of 
efficiency and without endangering their own health 
and safety or that of their fellow employees, and 
3. To encourage personal health maintenance. 

The achievement of these objectives benefits both 
employers and employees in terms of improved em- 
plovee health, morale, and productivity. 
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ACTIVITIES TO ATTAIN OBJECTIVES 


In order to attain these objectives the following ac- 
tivities (and the maintenance of appropriate records) 
are essential: 

1. Supervision of the work environment from a 
health standpoint.—This requires periodic inspections 
by physicians of the entire premises used by em- 
ployees, including provision for, and appropriate par- 
ticipation in, the procedures and tests required to 
detect and appraise health hazards. Such inspections 
and appraisals provide current information on health 
aspects of work conditions, processes, and substances 
used. This intormation, including those relating to 
stress and mental health, will aid in evaluating any 
health hazards that may exist and in making appropri- 
ate recommendations for preventive or corrective 
measures. 

2. Health examinations.—Unrealistic and needlessly 
stringent standards of physical fitness defeat the pur- 
poses of health examinations and of maximum utiliza- 
tion of the available work force. 

Health examinations should consist of: 

(a) An initial examination to determine the health 
status of the individual in order to facilitate suitable 
placement in employment. This examination should in- 
clude (1) his family and personal medical history, (2) 
his occupational history, (3) a physical examination, 
and (4) other procedures to help determine the individ- 
ual’s employability and his capacity for work. 

(b) Subsequent examinations carried out at suitable 
intervals and designed to detect any sign or symptom 
of ill health related to employment conditions and to 
evaluate the health status of the individual in order to 
determine whether his health is compatible with his 
job assignment. 

All examinations must be conducted by physicians 
with such assistance from ancillary personnel as may 
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be required. Prior to each examination, the individual 
should be advised as to its constructive purpose and 
value. At the conclusion of an examination, the physi- 
cian should discuss his findings meaningfully with the 
individual. When health defects are found, the physi- 
cian should explain to the individual the importance of 
obtaining further medical attention, and encourage 
him to consult his personal physician. 

3. Medical records.—The maintenance of accurate 
and complete medical records of every individual from 
the time of his first examination or treatment is a basic 
requirement. Except when otherwise required by law, 
the confidential character of these records, including 
the results of health examinations, must be rigidly ob- 
served by all members of the occupational health staff, 
and such records must remain in the exclusive custody 
and control of the medical personnel. The patient 
should be informed of all pertinent health findings ex- 
cept when such disclosures would have an adverse ef- 
fect on his health and well-being. A private physician 
or other agency may be provided with a report of 
health findings when the patient so designates. Disclo- 
sure of health information should not be made without 
the approval of the patient except when essential to 
fulfill the legal obligations to the third party or to the 
public, and then only to the extent necessary to fulfill 
such obligations. 

4. Medical diagnosis and treatment.—Every em- 
ployee should be encouraged to have a personal phy- 
sician. 

(a) Diagnosis and therapy required by workmen's 
compensation laws for occupational injury or illness 
should be directed toward optimum rehabilitation of 
the emplovee. The right of the employee to select his 
attending physician should be maintained. The attend- 
ing physician may be a member of the occupational 
health staff or any physician in the community willing 
and qualified to perform the essential services. 

(b) Diagnosis and therapy in case of non-occupa- 
tional injury or illness is not a responsibility of an occu- 
pational health program, with the limited exceptions 
noted below. 

Emergency cases should be given the attention re- 
quired to prevent loss of life or limb or to relieve sufter- 
ing until the patient is placed under the care of a 
personal physician. 

For minor disorders, first aid or palliative treatment 
may be given if the condition is one for which the indi- 
vidual would not reasonably be expected to seek the 
attention of a personal physician, or to enable the indi- 
vidual to complete his current work shift before con- 
sulting a personal physician. 

In occupational health programs, requests for treat- 
ment of repetitive personal disorders should be dis- 
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couraged, and such individuals should be referred to 
their personal physicians. 

(c) The best interests of a patient are served by co- 
operation and communication between attending phy- 
sicians and physicians in charge of occupational health 
programs. In this way, prompt restoration of employees 
to suitable employment can be assured. 

5. Health and safety education.—A high standard of 
occupational health cannot be achieved without famil- 
iarity with, and the observance of, fundamental health 
rules. The development of an understanding of these 
rules and the promotion of their observance is an essen- 
tial task in which an occupational health staff can ren- 
der very valuable assistance. 

An occupational health program should promote the 
education of employees in matters of personal hygiene 
and health and encourage the use of safeguards pro- 
vided to protect against any hazards to health which 
may be inherent in their jobs. The most favorable op- 
portunities for carrying on health education and coun- 
seling will be afforded during visits to health facilities 
and through periodic inspections of the employee's 
place of work. 

Health and safety education involves the coopera- 
tive efforts of health, safety, and operating personnel. 
Such education should include not only the encourage- 
ment of habits of cleanliness and orderliness but also 
instruction, in collaboration with the employee's im- 
mediate supervisor, in safe work practices, in the use 
and maintenance of available personal protective 
clothing and equipment. 

Experience has shown that health education is un- 
likely to be successful unless the employer demon- 
strates his sincere and continuing interest in the health 
of his employees. This entails participation by health 
personnel in health and safety meetings. Likewise, em- 
ployees should be encouraged to participate in the 
planning and conduct of health education activities 
and to make full and effective use of occupational 
health services and facilities available to them. 

An occupational health program, to be effective and 
acceptable to the employee, must be staffed by ob- 
jective and competent personnel who create an at- 
mosphere of warm, sincere, and positive personal 
helpfulness. 


PERSONNEL 


All phases of an occupational health program should 
be under medical supervision. This requires the ap- 
pointment of a medical director, full-time or part-time, 
who is a qualified doctor of medicine. Training and/or 
experience in occupational medicine is desirable. The 
medical director should have a responsible role in the 
development and interpretation of medical policy. He 
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should administer the health program and be directly 
responsible to a designated official at the policy-mak- 
ing level of management. Additional physicians, as 
consultants or associates, may be required for an effec- 
tive program. The duties of these physicians should be 
clearly defined by the medical director. 

Qualified auxiliary personnel, selected and directed 
by the physician in charge, are essential to the proper 
functioning of an occupational health program. Ac- 
cording to program needs, these may include nurses, 
industrial hygienists, first-aid attendants, and labora- 
tory and clerical personnel. 

A nurse should be a graduate of an accredited school 
of nursing, registered and legally qualified to practice 
nursing where employed. Training and/or experience 
in occupational health is desirable. She should assist 
the physician in the supervision of the health of em- 
ployees while at work and in their health education. 
Her professional duties and nursing procedures should 
be clearly defined in writing by the physician to whom 
she is responsible. 

One or more qualified first-aid attendants, known to 
all employees, should always be available during work- 
ing hours. They should receive periodic refresher 
instruction and be provided with specific written in- 
structions by the physician in charge. 


FACILITIES 


The facilities of an occupational health program may 

be available at the place of employment or in the com- 

munity. When provided on the employment premises, 
facilities should: 

1. Be located in a quiet area, readily accessible to em- 
ployees; 

2. Be sufficiently spacious, well lighted, ventilated and 
heated; 

3. Include waiting, consultation, examining and treat- 
ment rooms, and toilet facilities, to insure adequate 
privacy and comfort; and 

4. Have appropriate medical and laboratory equip- 
ment. 

It may also be desirable to provide a rest or recovery 
room, dressing rooms and facilities for laboratory and 
radiological éxaminations. 


CONCLUSION 


Specific and detailed recommendations as to facilities, 
personnel and other aspects of individual occupational 
health programs obviously are beyond the scope of this 
statement. It is recommended that the local medical 
society be consulted to assure that a given program is 
in agreement with the objectives of this statement and 
with established community practices. 
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Il. SUMMARIES OF TWO STUDIES CONDUCTED BY THE COMMITTEE 


The preceding statement on occupational health pro- 
grams delineates the area in which occupational health 
programs should function so as to respect both the 
needs of employees and the responsibilities of the pro- 
fession. The Committee on Industry Programs believes 
that all will benefit from the two studies made by the 
staff. These studies deal with non-occupational medical 
care programs and workmen’s compensation as they 
were found to exist in 1955. The studies are based on 
a 7% return of questionnaires mailed to almost 3,000 
members of the Industrial Medical Association. 

Non-occupational medical care programs in industry 
include those in-plant medical services which are not 
limited to illness or disability directly connected with 
the occupational environment. Workmen’s compensa- 
tion (occupational disability programs) are meant to 
provide medical care for specific work-connected ill- 
ness or disability. The studies have attempted to bring 
out into the open such discrepancies as may now be 
existent. The findings of the reports are facts—not inter- 
pretations of the facts. Where these findings contain 
criticism, it represents the opinions of the persons who 
supplied information to the study group rather than 
those of the committee itself. 


NON-OCCUPATIONAL MEDICAL CARE PROGRAMS 
IN INDUSTRY 


The survey of non-occupational health programs in in- 
dustry (Part II, Appendix D) has attempted to probe 
more deeply than has been done before into the extent 
of services, the nature of the programs, and the medical 
and ethical relationships involved. The report deals 
with such characteristics of in-plant programs as the 
number of full-time and part-time medical directors, 
their method of payment, and administrative authority. 


Almost two-thirds of the medical directors reporting 
were on a full-time basis, slightly more than this num- 
ber were on salary or contract, and more than half were 
responsible to the personnel department. 

The study of 244 in-plant programs, embracing over 
1,440,000 employees, presents a picture of preventive 
medicine objectives with a variety of diagnostic aids 
and examinations employed primarily for the early de- 
tection of illness, A revealing aspect of this survey, 
however, was the extent of therapy for non-occupa- 
tional illness as weil as the existence of comprehensive 
medical care programs not ordinarily identified with 
industry. 

Of the 244 companies studied, almost 80% have pre- 
ventive medicine programs (as defined in the survey 
report ). Again, of the 244 companies, 86 provide partial 
medical care, i.e., care beyond first aid, and 24 more 
provide comprehensive care, including dependents in 
some cases, in company medical facilities, Thus, over 
40% of the companies, employing almost one-half of the 
employees in the survey, were found to be covered by 
medical programs in which partial or comprehensive 
medical care is an integral part. 

The survey also brings to light acute problems in the 
relationships between the in-plant medical staff and 
general practitioners, management, and employees. 

The method of referral of employees to private prac- 
titioners appears to underscore the reason for friction 
with the family physician. Direct referral by the med- 
ical director is not uncommon, and in some instances 
the medical director serves in the dual capacity of both 
plant and personal physician, Also worth noting is the 
fact that less than half of the medical directors ap- 
peared to maintain direct professional relationships 
with the family physicians. 

The failure of many plant physicians to maintain such 
relationships, added to the volume of personal medical 
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care often provided in and outside the plant, has re- 
sulted in sharp criticisms against the medical director 
by some members of the medical profession. The gen- 
eral practitioner, too, has been critical of occupational 
health programs which, he believes, exceed their proper 
scope. As a consequence, many plant physicians are 
accused by other members of the profession of intrud- 
ing upon the private practice of medicine, of attempt- 
ing to provide personal medical care for which they 
are not equipped, and of interfering in the patient- 
physician relationship by criticizing the family physi- 
cian and the services he renders. 

On the other hand, plant physicians have criticized 
the family physician for being unaware of the true 
scope, objectives, and functions of occupational health 
programs; for failing to maintain objectivity regarding 
the patient’s physical capacity, as evidenced by the 
granting of indiscriminate requests for illness certifica- 
tion; and of being uninformed on the etiology and 
diagnosis of occupational disease and the treatment of 
occupational injury. 

Concurrent problems are also in evidence in rela- 
tionships between plant physicians and management 
and between employees and unions. The committee 
emphasizes the need for prompt resolution of these 
problems. 


OCCUPATIONAL DISABILITY PROGRAMS 


The report on occupational disability programs ( Part 

II, Appendix D) covers 201 companies with 860,438 

employees in 37 of the 54 workmen’s compensation 

jurisdictions for the years 1954 or 1955. Slightly less 
than half of the reporting employers were self-insured; 
the remainder were insured by private carriers or state 
funds. 

Primary problem areas were reported in the follow- 
ing order of frequency by plant physicians: 

1. Administration and interpretation of the law by state 
agencies. 

2. Divergence of professional opinion on degree of per- 
manent partial disability impairment. 

3. Difference of opinion between plant physician and 
attending physician on cause of disability and length 
of treatment. 

4, Lack of statutory provision and facilities for rehabili- 
tation. 

5. Deterrent to on-the-job rehabilitation posed by su- 
pervisory personnel and union rules. 

6. Liability of employer for aggravation of pre-existing 
conditions and for disability resulting from degen- 
erative diseases. 

Referring specifically to occupational disability pro- 
grams, only 11% of the physicians approved to provide 
medical services were full-time or part-time; the re- 


mainder served on call. More than half of the employ- 
ers providing information on this subject had approved 
less than six physicians; the most common number was 
three. However, more than half of the employers pro- 
viding information on this subject actually provided 
services by more than five physicians; the most com- 
mon range was from six to ten. Of the physicians actu- 
ally providing services, 92% were on a fee-for-service 
basis, the remainder being salaried or under contract. 

Slightly more than one-fourth of the reporting em- 
ployers provided medical care for occupational dis- 
abilities both in medical departments and by outside 
physicians. Of the cases reported by these employers, 
93% received medical care beyond first aid in medical 
departments; 7% were handled by outside physicians. 
Reports on care provided either in medical depart- 
ments or by outside physicians only were submitted by 
12% of the employers. 

Data on medical costs were extremely limited. Only 
10% of the employers reported on medical department 
and outside service expenditures. None supplied a 
breakdown between physicians’ fees and other ex- 
penses such as hospitalization and nursing. The fact 
that the average cost per case in medical departments 
was $4, as opposed to $68 for outside care, can be at- 
tributed in part to referral of serious and long-term 
cases to outside physicians. 

Of the 46 companies reporting on administrative re- 
sponsibility for workmen’s compensation cases, about 
half assign it to the medical department and the re- 
mainder to industrial relations departments, insurance 
carriers, state agencies, or a combination of one or more 
of these. 

The extent of rehabilitation practices may be gauged 
by the fact that only 30 cases were reported as referred 
to public or private agencies for vocational training and 
only 124 for physical rehabilitation. 

Although the data compiled can hardly be consid- 
ered a definitive study, they tend to support statements 
regarding major issues in compensation which were 
presented in the Commission’s First Progress Report. 
These issues are (1) choice of physician, (2) supervi- 
sion of medical treatment, (3) supervision of medical 
costs, (4) medical testimony, and (5) rehabilitation. 

At the 1955 Clinical Session, the House of Delegates 
adopted the report on “Medical Relations in Work- 
men’s Compensation” which had been prepared by the 
Council on Industrial Health. Since the adoption of this 
report significant progress in resolving the issues and 
problem areas noted above has been made. Its con- 
tinued implementation will do much toward achieving 
the basic goals of workmen’s compensation. In view of 
the importance which the Commission attaches to it, it 
is reproduced in its entirety as the next chapter of the 
report of this committee. 
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Ill. STATEMENT ON MEDICAL RELATIONS IN WORKMEN’S COMPENSATION 


THE MEDICAL PROFESSION’S INTEREST IN 
WORKMEN'S COMPENSATION 


The workmen's compensation program in the United 
States was adopted primarily to meet certain needs of 
employees or their survivors resulting from disability 
or death of an employee arising out of and in the course 
of employment. In general, the program sought to rem- 
edy inadequacies stemming from common law and em- 
ployers’ liability statutes by providing laws based upon 
the principle of insured liability without regard to fault 
on the part of either employee or employer. Of primary 
concern was the provision of cash payments to replace 
a portion of wages lost by disabled employees. Little or 
no consideration was given to the provision of medical 
care for occupational disabilities. Under the federal, 
state, and territorial laws enacted between 1911 and 
1948, the major emphasis of the various systems and 
their administration has continued to be on monetary 
satisfaction of liability, with insufficient attention given 
to the rehabilitation of the occupationally disabled. 

Substantial progress has been made in the extension 
of medical care, the application of improved clinical 
techniques and other aspects of the rehabilitation proc- 
ess, including vocational training and selective place- 
ment of the disabled in kinds of work suited to physical 
and emotional capacity. It is a matter of great and 
growing concern that a considerable gap exists be- 
tween potential services to the occupationally disabled 
and what is actually available to them. 

In any event, many physicians have been deterred 
from widespread and active participation in workmen’s 
compensation affairs. They are largely unaware of the 
significance of medical and economic policies under 
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these laws and the undesirable and often harmful ef- 
fects of existing systems. Whatever the causes, this at- 
titude has been short-sighted and unwise to the end 
that not only workmen's compensation laws but other 
similar laws in related fields of social security are and 
have been formulated largely without medical consul- 
tation or any clear identification of medicine’s primary 
interest. The predominance which economic consid- 
erations have come to occupy in both the professional 
and administrative aspects of workmen’s compensation 
is a natural consequence. These same considerations 
have led to a concentration of professional services and 
responsibility in a few and not always the best hands. 
The Council’s studies and others call attention to the 
need for critical appraisal of medicine's past record of 
performance and its present opportunities for the im- 
plementation of new and creative concepts. | 
The Council on Industrial Health is convinced 
through its consideration of the findings in this report 
that physicians have a duty and responsibility, both as 
members of professional organizations and as citizens 
in an industrial society, to improve the lot of the occu- 
pationally disabled. The several recommendations con- 
tained herein are presented with that purpose in mind. 


GOALS OF WORKMEN'S COMPENSATION 


The basic goals of workmen's compensation today are: 

1. Rehabilitation of the occupationally disabled. 

2. Assured, prompt, and adequate indemnity for the 
occupationally disabled or their survivors. 

3. Minimal cost to employers and society commensu- 
rate with the above provisions. 


IMPLEMENTATION OF THESE GOALS 


The essential elements in the implementation of these 
goals from the medical point of view are described in 
the following sections of this report. Actually, sus- 


74 


tained cooperative effort by all individuals and groups 
concerned with the welfare of the occupationally dis- 
abled are essential to success. 


REHABILITATION OF THE OCCUPATIONALLY 
DISABLED 


Rehabilitation implies the effective use of all disci- 
plines and skills dedicated to the conquest of disability. 
Aside from great benefit to the disabled, their families 
and to society, current experience has amply demon- 
strated that the provision of rehabilitation services 
results in substantial savings in both medical and in- 
demnity costs, just as the development of medical care 
provisions has resulted in savings in indemnity pay- 
ments. 

The establishment of workable rehabilitation pro- 
grams Calls for specific statutory provision; planned and 
improved cooperation from the medical profession; and 
intelligent, forceful administrative supervision. 

1. Statutory Provision.—Periodically, workmen's com- 
pensation legislation and rulings come up for re- 
view. To implement a proper rehabilitation program 
the medical profession should seek adoption of stat- 
utory provisions that recognize these points: 

(a) Rehabilitation of the occupationally disabled is 
the intent and responsibility of the compensation 
system and the legal right of the employee. 

(b) The disabled employee is entitled to all services, 
appliances and supplies required by the nature 
of his disability or the process of his recovery and 
that will promote his restoration to or his con- 
tinuance in employment. Services include medi- 
cal, surgical, dental, hospital, and nursing at- 
tendance and treatment, as well as the training 
necessary to rehabilitation. Appliances and sup- 
plies include medicines; medical, surgical and 
dental supplies; crutches; artificial members; and 
apparatus. Services, appliances, and supplies are 
to be paid for by the employer under the super- 
vision of competent professionals responsible to 
the administrative agency. 

(c) In the absence of stipulated agreements, profes- 
sional fees should approximate those that would 
be charged the employee as a private patient for 
similar services. 

(d) Disabled employees should have the right to ac- 
cept physicians’ services provided by employers, 
or to select another attending physician from a 
register of all other physicians in the community 
willing and qualified to perform the essential 
services. 

Vocational counseling, training, transitional em- 

ployment, and placement services require 

prompt analysis of problems, efficient screening, 
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and referral and follow-up techniques to assure 
proper training and results. Effective supervision 
of these services in public or private facilities re- 
quires prompt reporting of occupational disabil- 
ities to the administrative agency. 

(f) When necessary administrative procedures for 
such a system of rehabilitation of the occupa- 
tionally disabled do not exist, or when adequate 
facilities are not readily available, steps should 
be taken to provide them. 

2. Planned Cooperation from the Medical Profession.— 
Successful operation of a workmen’s compensation 
system depends increasingly upon the medical pro- 
fession. Although the administrative agency has the 
ultimate responsibility by law, medical care is the 
core of the system and physicians play a major role. 
Every year hundreds of thousands of the occupation- 

ally disabled depend upon physicians for care and 

guidance from the beginning of disability until they 
return to gainful employment and even beyond. Physi- 
cians are also responsible indirectly for the payment of 

a substantial portion of their patients’ income during 

disability. Compensation payments amounting to many 

millions of dollars annually are based upon reports 
and, in disputed cases, upon testimony provided by 
physicians. 

The medical profession in each workmen’s compen- 
sation jurisdiction can best fulfill its responsibilities by 
providing a broadly representative committee to advise 
the administrative agency on medical policies and prac- 
tices and to assist in the operation of the system in the 
following ways: 

(a) The committee should prepare and submit at 
stated intervals to the administrative agency ap- 
propriate information for its use in establishing 
a register of physicians who are willing and com- 
petent to accept calls for services to the occupa- 
tionally disabled. Regulations governing enroll- 
ment on the physician's register should be estab- 
lished by the administrative agency after con- 
sultation with the medical advisory committee. 

(b) It should mediate, if possible, complaints that a 
physician has neglected or refused to furnish 
reasonably necessary reports in accordance with 
general orders of the administrative agency. 

(c) It should mediate, if possible, complaints of un- 
reasonable interference with matters properly 
within the discretion and control of the attending 
physician. 

(d) It should mediate, if possible, differences that 
may arise relative to remuneration. 

(e) Claims of violation of medical ethics should be 
reviewed and relevant facts referred to the ap- 
propriate agency. 

(f) Complaints should be heard about the compe- 


tency of those serving on the physicians’ register 
and recommendations made to the administra- 
tive agency concerning the removal of names 
therefrom, if complaints are justified. 

If the advisory committee is unable to function 
promptly, the administrative agency should take ap- 
propriate action within the powers vested in it by law. 

The medical profession should join with the adminis- 
trative agency in sponsoring educational programs for 
all concerned on clinical and administrative problems 
in the compensation system. Other joint activities 
should include the development of proper medical re- 
port forms, desirable legislation to improve the work- 
men’s compensation system and its administration, and 
handbooks for physicians. 

3. Role of Individual Physician.—The primary obliga- 
tion of the individual physician is to see that his pa- 
tient is restored as nearly as possible to the economic 
and personal effectiveness which he possessed before 

he was disabled. This requires not only competent 
and impartial medical care but also that the physi- 
cian use or recommend the use of other technical 
skills and resources available, whether in the com- 
munity or not. 

Physicians who wish to receive calls for service to the 
occupationally disabled should be prepared to assume 
duties and obligations which are not encountered in 
private practice. The best interests of the disabled pa- 
tient will be served in the following ways: 

(a) Concise, accurate information and reports de- 

scriptive of the disability should be furnished 
promptly and to the same extent to the patient 
or his dependents, the employer, the workmen's 
compensation insurance carrier, and the admin- 
istrative agency. 
Testimony should be given before the adminis- 
trative agency upon reasonable notice, The phy- 
sician’s testimony must adhere to reasonable 
scientific deductions regarding the injury, dis- 
ease, or possible sequelae to the end that every 
deserving claim receives just consideration. 
Consulation should be requested in case of seri- 
ous illness, especially in doubtful or difficult 
conditions, and agreement given for consulta- 
tion with mutually acceptable physicians when 
requested by one of the interested parties. Et- 
fective rehabilitation goes beyond accurate 
diagnosis and expert treatment. Although the 
attending physician should remain in charge, he 
must embrace the modern concept of teamwork 
in the rehabilitation process, Physicians should 
not only cooperate with each other but also col- 
laborate with the whole team of paramedical 
workers to assure maximum rehabilitation. 

(d) Determination should be made by scientific 
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methods and upon the basis of objective meas- 
urable factors of the permanent anatomic or 
functional impairment of a specific member or 
of his patient as a whole as compared to normal. 
From the medical standpoint, permanent ana- 
tomic or functional impairments cannot vary be- 
cause of geographic locations or circumstances 
under which they were incurred. Therefore, the 
physician should determine the percentage of 
permanent impairment without regard to age, 
sex, occupation, or real, presumed, or potential 
wage loss. The application of these and all other 
factors provided by law to the percentage of 
permanent impairment established by the phy- 
sician is the responsibility of the administrative 
agency in determining the indemnity award, In 
general, physicians are no more qualified by ex- 
perience or training to evaluate such factors 
than any other disinterested individual. 

4. Administrative Supervision.—Rehabilitation of the 
occupationally disabled requires a competent admin- 
istrative agency with full statutory authority and re- 
sponsibility. 

The administrative agency must have more than ad- 
judication and appeals functions; it must have an af- 
firmative duty to see that the intent of the law is carried 
out. It may delegate functions, but it cannot abdicate 
responsibility. Proper discharge of this trust requires 
adequate resources in terms of qualified, permanent, 
professional personnel and proper facilities. 

Duties should include supervision of the rehabilita- 
tion process and indemnity payments for permanent 
disability during and following the maximum rehabili- 
tation of the disabled employee. 

To assist in the administration of the law, the agency 
should seek the advice and active cooperation of appro- 
priate professional, private and public organizations. 

The administrative agency should have a medical di- 
rector, approved by the medical profession, and a qual- 
ified vocational counselor. As staff officers, they should 
be in charge of the administration of appropriate pro- 
visions related to the rehabilitation of the occupation- 
ally disabled and should participate in such policy-mak- 
ing deliberations of the agency. They should have the 
full support of their superiors and constantly strive to 
provide leadership and promote effective professional 
relations in their fields through the maintenance of ap- 
proved professional standards and practices. 


INDEMNITY 


The physician’s interest involves recognition that the 
amount and method of indemnification have a direct 
and important bearing on an effective rehabilitation 
regime. While over-generous indemnity can dull the 
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will for rehabilitation, inadequate indemnity require- 
ments can destroy an employer's incentive to support 
rehabilitation by providing him with an easier or 
cheaper alternative. More important, inadequate in- 
demnity can lower patient morale or force return to 
gainful employment in advance of clear-cut medical 
indications. 

In view of these relationships, it is consistent for the 
medical profession to support methods of indemnifica- 
tion which contribute to, rather than obstruct, rehabili- 
tation procedures. Certain factors merit consideration: 
1. Inadequate cash indemnity encourages “lump-sum- 

ming” of payments, which tends to interfere with re- 
habilitation motivations. The practice should, there- 
fore, be limited to instances where dependable evi- 
dence supports the contention that such a payment 
would contribute to the over-all rehabilitation of the 
employee. Problems of paying for legal, medical and 
other services should not influence the determination 
of whether a lump sum should be allowed. 

2. Workmen’s compensation is not a relief program. It 
is the proper intent of the program that a disabled 
employee and his family should not suffer a serious 
reduction in normal living standards during the reha- 
bilitation period. This requires that the benefit level 
be maintained at an adequate percentage of usual 
wage and include reasonable personal expenses in- 
curred by the employee in the course of the rehabil- 
itation process. 

3. Effective rehabilitation can drastically reduce the 
number of permanently disabled employees, which 
now constitutes the heaviest burden on workmen's 
compensation systems. Physicians interested in a re- 
habilitation program acceptable to permanently dis- 
abled employees recognize that attempts to relate 
indemnity payments solely to loss of earnings is im- 
practical and unscientific. While it is not the purpose 
of workmen’s compensation to indemnify all individ- 
ual consequences of a disability, such as pain, sufter- 
ing, and humiliation, the employee’s right to personal 
effectiveness is not confined to employment or a lim- 
ited period of time. Personal motivation to maximum 
rehabilitation can be hindered by complete depriva- 
tion of indemnity for permanent anatomic or func- 
tional impairment, whether it be a member or an 


organ of the body. Therefore, indemnity for perma- 
nent disability should be related to the employee's 
permanent impairment of earning capacity—in effect 
the anatomic and functional handicap incurred in 
working for a given employer. Maximum rehabilita- 
tion should be encouraged, and to this end the award 
for permanent disability should be based upon the 
effect of such a handicap on the earning capacity of 
the average employee so as not to penalize a disabled 
employee for exercising individual initiative. 

4. The administrative agency should have continuing 
jurisdiction of these cases and indemnity payments 
should be subject to review whenever evidence is 
clear that the original evaluation of permanent im- 
pairment of earning capacity was in error. 

. Various methods of compensating employees with 
pre-existing permanent impairments have been de- 
vised, Most commonly the impairments must involve 
loss of a member that, combined with a subsequent 
injury, results in permanent total disability. In these 
cases liability is apportioned generally between the 
employer at the time of subsequent injury and a state 
fund established for this purpose. In recent years in- 
creasing consideration has been given to cases where 
the pre-existing condition is an organic disease that, 
combined with a subsequent injury, results in in- 
creased or total permanent disability. While the med- 
ical complexities alone of this problem are apparent, 
intensive study is currently being given to the equit- 
able resolution of the whole problem when: 

(a) Further decrease in earning capacity or death of 
these employees can be clearly established on 
the basis of responsible scientific knowledge to 
be causally related to their employment; and 

(b) Such causal relationship cannot be so estab- 
lished. 


CONCLUSION 


The Council on Industrial Health wishes to emphasize 
again the importance of participation by physicians, 
individually and collectively, in a critical appraisal of 
medicine's past performance and its present opportun- 
ities for the implementation of new and creative con- 
cepts in workmen’s compensation. 
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SPECIFIC CONCLUSIONS 


A. In-plant Non-occupational Medical Care Programs 
in Industry 


. In-plant medical care and occupational health pro- 
grams represent management’s concern with, and 
awareness of, its responsibility to safeguard the em- 
ployee’s health, to reduce work absence, to reduze 
turnover, to educate the worker in accident preven- 
tion and personal hygiene, and to match the physical 
and mental abilities of the applicant with the phys- 
ical and mental demands of the job. 

2. Occupational health programs are more likely to be 
found in companies with larger employment, i.e., 
2500 or more employees. 

3. Such programs are found to exist less frequently in 
companies employing between 250-500 people, and 
are virtually non-existent in companies employing 
fewer than 100 employees. 

4. These programs were begun in the latter part of the 
19th century to provide first aid to employees in 
hazardous industries and those located in comma- 
nities far removed from medical facilities and per- 
sonnel. 

5. Some programs, however, such as those in the min- 
ing, lumbering, and railroading industries were es- 
tablished to provide personal medical care to em- 
ployees as well as to dependents, in some instances, 
through closed panels. Medical facilities were estab- 
lished and physicians employed to provide these 
direct medical services. 

6. Objectives of in-plant programs today range from 
the provision of first aid, safety programs, and pre- 
placement examinations to comprehensive medical 
care. 

7. The provisions for, and interpretations of, ambu- 

latory medical care in these programs varies from 


program to program. The extent of medication 
generally parallels the scope of medical services 
rendered. 

8. The majority of medical directors report to the head 
of the personnel or industrial relations department 
or some other member of the company; only a small 
percentage report directly to top management. 

9. Considering the fact that almost 80% of the programs 
studied claim to emphasize preventive medicine, the 
low percentage of certain examinations actually con- 
ducted appears to raise some questions as to whether 
the objectives of occupational health programs are 
being realized. 

10. Many programs engage in counselling and health 
education activities. 

11. It is apparent that, in most companies, in the event 
the employee has no personal physician and is seek- 
ing one, his choice is often limited by the recom- 
mendations of the company representative, 

12. Response to the Commission’s questionnaire indi- 
cates that less than half of the medical directors 
maintain a direct professional relationship with the 
family physician. 

13. The existence of widespread friction and misunder- 
standing is evident between the plant physician and 
the private practitioner. 

14. It is apparent that many medical directors are not 
familiar with, or attaining the objectives and fulfill- 
ing the goals of occupational health programs. 

15. Areas of misinterpretation and misunderstanding 
with regard to the role of the plant physician in an 
occupational health program also exist among em- 
ployees, labor, and management. 

16. Some physicians in in-plant medical programs ap- 
pear to be engaging in activities which might lead 
to interpretations of violations of the Principles of 
Medical Ethics. 7 
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17. Impetus should be given to any program which will 
extend the advantages and benefits of occupational 
health programs to a larger percentage of the em- 
ployed population, particularly among smaller com- 
panies. 

B. Occupational Disability (Workmen's Compensation) 
Programs 


1. Workmen’s compensation was adopted originally to 
remedy inadequacies stemming from common law 
and employers’ liability statutes by providing laws 
based upon the principle of insured liability without 
regard to fault on the part of either employee or em- 
ployer. The major emphasis was, and continues un- 
fortunately today to be, on monetary satisfaction of 
liability, despite advances in professional skills, tech- 
nical knowledge, and substantial alterations in polit- 
ical, social and economic concepts. 

2. Today restoration of the occupationally disabled to 
gainful activity should be the intent and responsibil- 
ity of the compensation program and the legal right 
of employees. The implementation of such a program 
requires active participation by the medical profes- 
sion from the initiation of appropriate legislation 
through the day-by-day administration of the pro- 
gram. 

3. Such a program requires specific statutory provision 
insuring: 

(a) The full and effective use of all disciplines and 
skills dedicated to the conquest of disability 
under the supervision of a physician freely se- 
lected by the employee; 

(b) A competent administrative agency with full 
statutory authority and responsibility; 

(c) An advisory committee, composed of representa- 
tive physicians, on the development and imple- 
mentation of medical policies and practices by 
the administrative agency and to assist in the 
interpretation of these policies and practices to 
the medical profession; and 

(d) Recognition that the amount and method of in- 
demnification has a direct and important bearing 
on effective medical and vocational rehabilita- 
tion of the occupationally disabled. 


GENERAL CONCLUSIONS 


The committee considers that it has obtained informa- 
tion on medical programs in industry to contribute to 
the integrated report of the Commission. 


Nature and Methods of Operation. 

Information obtained by the committee adequately de- 
scribes the nature and methods of operation of medical 
programs in industry through which persons receive the 
services of physicians. This information is based upon 


the two survey reports which are contained in Part II 
of the final report and the data published in the Com- 
mission's First Progress Report. 


Quality and Quantity of Medical Care Provided. 
With respect to the effect of these plans on the quality 
and quantity of medical care provided in: 

a) Non-occupational medical care programs in in- 
dustry—the committee did not attempt at this time to 
measure the quality of medical care rendered through 
most of the above programs. It is the committee’s opin- 
ion, however, that the quality of medical care provided 
by such programs in order to fulfill their responsibilities 
as occupational health programs is sometimes, though 
not always, superior to that which is, and has been, 
available to employees through physicians in the com- 
munity. Furthermore, it is apparent from the survey 
which the Commission conducted that some programs 
are deficient in achieving the scope of medical services 
as outlined in the Scope, Objectives, and Functions of 
Occupational Health Programs, and are, consequently, 
not rendering the quality of medical care which such 
programs should possess. It is aware, also, that another 
committee of the Commission has included in its study 
a number of such programs which provide extended 
medical care. Such information will be considered by 
the Commission as a whole. It is evident that the very 
nature of such programs, regardless of their scope, do 
increase, the quantity of medical care and health super- 
vision that would otherwise be obtained by the em- 
ployee. 

b) Occupational disability programs—the quality of 
medical care is affected by factors in the selection of 
the physician, the medical provisions of the law, ad- 
ministrative policies, and the monetary and economic 
considerations involving both employers and employ- 
ees. Deficiencies in the quality and quantity of medical 
care in workmen’s compensation today are not infre- 
quent and are often attributable to third party interfer- 
ence with the traditional patient-physician relationship 
and the litigious atmosphere surrounding even the most 
minor injuries, 

Legal and Ethical Status of Arrangements. 

With respect to the legal and ethical status of arrange- 
ments used by occupational health programs, the com- 
mittee observes that such programs owe their develop- 
ment, in large measure, to state laws governing work 
environment and workmen’s compensation. The ethical 
status of arrangements in occupational health programs, 
both in-plant and workmen’s compensation, has fre- 
quently been questioned. Such questions arise from lack 
of understanding and participation by the medical pro- 
fession generally in the historical development of the 
proper administration of these programs. This lack of 
understanding and participation is due largely to the 


fact that a very limited number of physicians are regu- 
larly engaged to provide medical and surgical services 
and many of them fail to develop proper — 
relationships with the family physician. 

Furthermore, it appears likely that, in certain occu- 
pational health and disability programs, the presence of 
third parties: 

a. May affect the traditional patient-physician rela- 

tionship when, for example, 

(1) The right of physician selection is vested in, or 
influenced by, the third party; 

(2) In-plant health programs exceed their scope, 
objectives, and functions by providing exten- 
sive personal medical care; 

b. May introduce elements which affect their scope, 

and quantity of medical care when, for example, 

(1) The medical provisions limit the quantity of 
medical care available to injured employees in 
duration and/or dollar amount; 
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(2) In-plant physicians unnecessarily interfere in, 
or raise doubts in the patient’s mind about, 
treatment provided by personal physicians, 
and 

c. May occasionally raise questions of violations of 
the Principles of Medical Ethics when, for example, 

(1) Patients are transferred by the third party 
from one physician to another, and 

(2) Medical information developed by the plant 
physician is improperly disclosed; that is, to 
management, personnel officers, supervisors, 
or foremen, without the consent of the patient. 

As previously indicated, however, the newly adopted 
statement on Scope, Objectives, and Functions of Occu- 
pational Health Programs should be an aid in correcting 
existing deficiencies. The medical profession’s imple- 
mentation of the report on Medical Relations in Work- 
men’s Compensation should similarly aid in achieving 
optimum goals and improved relations for all concerned. 
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INTRODUCTION 


Among the areas of study considered by the Commis- 
sion on Medical Care Plans, and listed in its First Prog- 
ress Report, was that of the provision of medical care to 
students, and in some instances employees, in colleges 
and universities. This subject was assigned to the mem- 
bers of the Commission who comprised the Committee 
on Miscellaneous and Unclassified Plans. 

After reviewing the literature in this field and the 
preliminary work done by the committee, the Commis- 
sion stated in its first report that “it was its consensus 
that, although these plans fall within the scope of the 
Commission’s study and merit consideration, the other 
indicated areas of study are of more immediate interest 
and of continuing concern. Further activity in this area 
may be indicated after sufficient progress has been 
made in the study of other types of plans.” 

In the course of carrying out its other study and field 
work, the committee members, individually and col- 
lectively, interviewed persons who were either actively 
engaged in certain student health service activities or 
familiar with their operations. In addition, they famil- 
iarized themselves with the current problems and issues 
concerning these medical services. 

The volume of work entailed in its other activities, 
however, did not permit the committee sufficient time 
to pay personal visits to what might be considered a 
cross-section of student health service plans. Moreover, 
as the committee studied miscellaneous and unclassified 


plans, and as it acquainted itself with the work of the 
other committees of the Commission, it began to recog- 
nize that certain of the problems involved in student 
health services paralleled those of the miscellaneous 
and unclassified plans and of occupational health pro- 
grams in industry. The committee concluded that its 
contribution could best be made by referring the reader 
to the findings and results of several reports and studies 
of other groups or individuals, both within and outside 
the American Medical Association. 

To be noted is the fact that on several occasions com- 
ments on these programs from various medical societies 
were elicited during the course of the committee field 
trips. The impressions received were that student health 
services were generally accepted by physicians in the 
community as “stop-gap” procedures to provide medical 
care during the students’ period of dependency upon 
their parents. Through them the student can be taught, 
it was felt, an appreciation of the importance of secur- 
ing medical care for himself and his family upon grad- 
uation. Certain reservations were expressed, however, 
by some physicians who questioned the scope of serv- 
ices of some of the programs in existence and the fact 
that closed-panel practice might possibly influence stu- 
dents to seek similar arrangements upon graduation. In 
addition, some questions were raised as to whether fac- 
ulty members and other employees of the institution 
should be covered by such programs. 
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President Stearns of Amherst College was probably the 
first college administrator to recommend a student 
health program. As early as 1856, he had called upon 
his board of trustees to establish a program to preserve 
the health of students. Under the guidance of Edward 
Hitchcock, M.D., this program became the model for 
the development of similar practices and procedures in 
this country. 

An early development in college health services was 
the medical examination of students. College adminis- 
trators were interested in such examinations both be- 
cause the students benefited and because the college 
was afforded protection against the admission of stu- 
dents with serious physical defects or communicable 
diseases. 

Meanwhile, with the development of public-health 
methods, colleges became interested in the improve- 
ment of campus sanitary conditions and in health pro- 
tection of the student group, including provisions to 
handle communicable diseases, Health education (“hy- 
giene instruction”) was a later development to encour- 
age students to utilize the services provided. 

By 1927, as described by T. A. Storey, the program 
had come to include the following divisions: hygiene 
teaching (“informational hygiene”), medical service 
(“student health service” ), physical activities (“applied 
hygiene” ), and health regulation and supervision of the 
college (“administrative hygiene” ).57 In 1930, the then 


387. T. A. Storey, Status of Hygiene Programs in Institutions of Higher 
Education in the United States (Stanford University Press, 1927), p. 23. 


relatively young American Student Health Association, 
since renamed the American College Health Associa- 
tion, passed a resolution at its annual meeting calling 
for the operation of a college program which would 
include “instruction in and development of physical and 
mental health, the supervision of the care of individual 
student health and illness, the sanitation of student en- 
vironment, and the study of health problems.” 

The evolution of student health services and the prob- 
lems of medical care and medical ethics involved at- 
tracted the attention of the American Medical Associa- 
tion. In 1936, Roscoe G. Leland, M.D., Director of the 
Bureau of Medical Economics, brought together a num- 
ber of articles from The Journal of the Americqn Medi- 
cal Association and from other medical journals. This 
collection and other studies were published as a bulletin 
in 1936.38 The Second Survey of University and College 
Health Services appeared in 1952.9 

Since that time, there has been gradual evolution 
of college health services, with the American College 
Health Association playing a leading role in a series of 
national conferences on college health to stimulate de- 
velopment of these programs. 
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Il. RATIONALE AND OBJECTIVES OF THESE PROGRAMS 


In an early report published by the American Council 
on Education, The Health of College Students, Harold 
S. Diehl, M.D., and Charles E. Shepard, M.D., sug- 
gested the following rationale for college health pro- 
grams 1°; 

There are two general classes of health problems affecting 
college students: (1) those resulting from deficient health care 
and education in the earlier years of life, and (2) those associated 
with the college environment itself. The health of the individual 
entering college reflects the health interest and information of 
his parents, the opportunities for health protection and teaching 
afforded in the lower schools, and the facilities for promotion of 
health in the community where he spent his earlier years. Lack of 
health care and education in these younger years is evidenced by 
the physical defects, emotional and social maladjustments, and 
health ignorance which individuals bring to college. 

College life presents its own particular health problems. The 
student in college must find methods of overcoming or of com- 
pensating for educational and medical shortcomings in childhood, 
and must also face health situations different from those previ- 
ously experienced. He must learn what to do in event of acute 
illness when away from parent or family physician, where to 
seek competent medical care, and how to discriminate in matters 
of diet, activity, rest, and other principles of healthful living. He 
must find sound sources of medical information and must learn 
how to use this counsel in the solution of his own physical and 
emotional problems. As a member of a special group in which 
society has invested heavily, he should become a leader of 
thought in those concepts by which family and community health 
may be preserved. 

According to the Report of the Third National Con- 
ference on Health in Colleges,*! the over-all objectives 
of such a program are as follows: 
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1. ‘To create a healthful environment and atmosphere in which 
students may develop physically, mentally, and socially and in 
which they may learn to live more happily as health-minded 
citizens in their personal lives, in their homes, in their commu- 
nities and as members of a world society. 

2. To provide means whereby administrators, faculty and all 
other college employees may be enabled to work together cooper- 
atively for the total health of all. 

3. To facilitate the practical application of health knowledge 
to daily living in the medical clinic, the classroom, on the campus, 
and in the community. 

4. To safeguard the health of students, faculty, and non- 
teaching personnel through the prevention of communicable 
diseases. 

5. To develop well-adjusted students and graduates who pos- 
sess information, attitudes, habits, skills, and ideals favorable 
to efficient and healthful lives for themselves, their families, and 
their communities. 

6. To assist college students to assume responsibility for their 
own health, so that they will know when they are in good phys- 
ical and emotional condition, will recognize deviations from the 
normal, and will know when and how to seek expert assistance 
to meet their health needs. 

7. To provide scientific knowledge through a well-integrated 
plan of health education, so that students will be able to evaluate 
pseudoscientific reports and advertising campaigns regarding 
health and disease nostrums. 

8. To prevent loss of study time and promote the development 
of efficiency in pursuing college work by insuring maximal per- 
sonal and community health. 

9. To assist students who are moving from their homes to un- 
familiar college environment to find competent and adequate 
medical care when they become ill. It is hoped that such ex- 
perience will inculcate habits and attitudes which will help 
students later in the solution of their medical problems in adult 
community life. 

10. To develop a working arrangement among members of the 
college community to promote a single policy of healthful living 
on the campus. 
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At the next such conference, held in New York in 
May, 1954, the purposes of the college health service 
were defined as follows?#?: 

The college health service has a major interest in the develop- 
ment of an adequate college health program. As one participant 
stated: “The term hub expresses well the way in which the health 
service fits into the whole health program. In small institutions 
the health service may be all of the program.’ In the larger 
schools, the health service may be only one of the several parts 
of the college health program. 


According to the report of the conference, the mini- 
mum satisfactory college total health program should 
include (1) health service; (2) physical education and 
recreation (health aspects, only ), both general and, for 
those with defects, corrective; (3) health education, 
both fomal and informal; and (4) medical aspects of 
disaster preparedness. 

In this program, the health service was visualized by 
the conference participants as a combined agency pri- 
marily responsible for: (1) personal health, including 
(a) evaluation by physical examination, (b) protection 


42. Proceedings of the Fourth National Conference on Health in Colleges 
(New York: American College Health Assoctation, 1955), pp. 35-36. 


by medical care and immunization, and (c) promotion 
by correction of remediable physical defects, health 
counseling, and education; (2) public health, including 
(a) disease prevention and control and (b) participa- 
tion in, or responsibility for, promoting a healthful en- 
vironment; and (3) participation in and promotion of 
health education, medical aspects of physical education, 
recreation, and sports, and physician-patient and nurse- 
student counseling. 

The extent to which these services are actually pro- 
vided was described as depending upon the availability 
of the services in the community?®: 

In a college where the majority of the students live at home, 
the necessity for providing actual medical care may be slight; 
in a large school in a small city or in a residential school the 
demands may be much greater. 

In any event, it is a responsibility of the health service to see 
that every effort is made to establish at least the safe minimum of 
health protection for the students. It has been pointed out that 
public health regulations are geared to the minimum standard of 
health protection; a college, to fulfill its education mission, needs 
to establish standards that can be used as a measure for optimum 
protection and health education. 
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Ill. SCOPE OF THE PROGRAMS AND METHODS OF FINANCING 


The student health service is considered by many per- 
sons to be a temporary provision to furnish the student 
needed care while he is away from home and the col- 
lege stands, in effect, in loco parentis. 

There is a great difference of opinion among physi- 
cians directing college health services as to the levels 
of care that should be provided. Some feel that the col- 
lege’s responsibility involves only essential immediate- 
emergency care. Others believe that comprehensive 
medical care is the proper answer. All agree that local 
conditions, including the type of institution and the 
number of students living at home and boarding, ap- 
parently influence what the college provides. 

One committee of the Fourth National Conference on 
College Health listed the following levels of medical 
care at present being provided in colleges and uni- 
versities*?: 

1. A nurse who can operate a first aid station for injuries and 
can refer ill students to physicians in the local area. 

2. A physician available on a part time basis to handle en- 
trance physical examinations of the students. 

3. A physician who has office hours throughout the year during 
which students can, upon request, be given minor treatment and 
advice, and can be referred to local physicians for more complete 
attention. 

4. The services described in (3) with infirmary or hospital 
care provided. 

5. More complete professional services including the services 
of certain specialists. 

6. A still more complete and comprehensive service including 
preventive medicine and mental hygiene. 

7. Comprehensive medical care for all possibilities during the 
period of the school term so long as the student is near the 
college. 

8. The expansion of comprehensive medical care to include 
dental services, eye examinations, and all services compatible 
with student life. 
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The same committee also reported: 

Insurance and pre-payment plans were especially suited to 
cover the professional services for the student and his hospitali- 
zation. The other necessary and desirable services are relatively 
less expensive, relatively more predictable, and more easily con- 
trolled. Ordinarily, it is not wise to finance these costs by 
insurance. 

The following possible pre-payment plans were 
listed: (1) purchase of commercial insurance; (2) self- 
insurance; (3) Blue Cross or Blue Shield Plans or those 
specifically tailored for college needs by the various 
states’ physicians services; and (4) contracts for serv- 
ice usually associated with group practice and capita- 
tion of the above. 

College health services are commonly financed 
through (1) a health fee paid by each student, plus 
minor charges for hospital services; (2) budgetary ap- 
propriations from general funds; (3) health fees sup- 
plemented by funds from the general budget or from 
other sources; or (4) insurance carried by the school or 
by the individual. 

According to the conference’s report*>: 

No college should attempt to operate a health service unless 
it can provide a quality of medical service equal to or better than 
that available in the area. As an educational device in furthering 
and in demonstrating good medical care, the college health serv- 
ice should be satisfied only with better than average service. The 
bulk of medical care in the college health service can be pro- 
vided by the general practitioner with specialists available for 
the unusual cases. 

The college health service may overlap or even duplicate 
services offered by local medical facilities, such as hospitals, 
public health department and voluntary agencies. It should not 
attempt to compete with or supersede the functions of any exist- 
ing outside agency unless it can be reasonably certain that such a 
course is to the decided advantage of the majority of its students. 
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IV. SURVEY FINDINGS 


One of the most recent and comprehensive evaluations 
of student health services in the United States is con- 
tained in the report of an American College Health As- 
sociation survey.4® The 1,157 colleges and universities 
surveyed represent 614% of all colleges in the country. Of 
the 1,157 colleges, 200 “do not assume the responsibility 
for health of students in any way. Certain specific serv- 
ices are found at a majority of the 957 colleges with a 
health program, while other specific services and pro- 
cedures are found only sporadically throughout the 
country.” The following paragraphs summarize their 
findings: 

General administration.—There is no unitorm or standard 
health program for college students. 

The widest differences in student health services are related 
to the size of enrollment at a college. The data show that the 
larger the college, the greater is the possibility that a health serv- 
ice exists and the more comprehensive are the services, facilities, 
and medical staffs available. 

Preventive procedures and detection of diseases.—A definite 
majority of the colleges with a health service keep medical rec- 
ords for enrolled students. 

Among the most common procedures for protecting campus 
health is the requirement of a physical examination for entering 
students. About half of the colleges with a health service require 
entering students to have vaccinations for smallpox, chest x-rays, 
or routine vision examinations. About the same proportion of 
colleges require periodic physical examinations for enrolled stu- 
dents. Immunizations for tetanus, typhoid, or diptheria are re- 
quired by not more than 15%. 

Health education is taught at most colleges, and credit for 
courses is granted by a high percentage. Three-fourths of the 
colleges with a health service also provide medical care tor 
athletes. 

Clinical care.—Clinical services are maintained by 80% of the 
colleges, but these are likely to be for minor rather than major 
illness. Most clinical services are extended to “all” students and 
are used by the majority of students at most colleges. They are 
likely to be on a 24-hour basis, and they provide house-call serv- 
ice more often than not. 

Clinical programs usually include treatment services for minor 
cuts, colds, gastrointestinal upsets, mild anxiety reactions, com- 
municable diseases, and allergies. Drugs are available in about 
eight out of ten college clinics. 
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College infirmaries are maintained by more than three-fourths 
of the colleges with a clinical program. Such infirmaries are typi- 
cally for minor illness only, and the average bed capacity is 13 
per 1,000 enrollment. 

Clinical services are extended to faculty and other employees 
at about half the colleges; and to wives and children of students 
at about 10%. Treatment is provided for acute febrile illness, 
fractures, and severe concussions, by nearly half of the clinical 
services. 

Important services found intrequently include eye retraction 
examinations, comprehensive speech and hearing examinations, 
and psychiatric examinations. Clinical care for acute abdominal 
disorders or severe emotional difficulties is provided by less than 
one-fourth of the colleges with a clinical program. Relatively 
small numbers of health services make facilities available for 
dental work, electrocardiograms, and electro phalog 
Patients are admitted tor surgery by 11% of the college infirmaries. 

Personnel.—Eight out of ten health services have a staff phy- 
sician—typically one part-time physician only. Full-time nurses 
are employed by seven out of ten health services. Full-time phy- 
sicians are found at 21% of the health services. Various medical 
and non-medical specialists are employed by not more than one 
out of five. A minority hold regularly scheduled staff meetings. 

Finances.—A majority of the health services have an annual 
budget of less than $10,000. Colleges are more likely to finance 
health services through general operating or tuition funds than 
by means of a special health fee. The median amount allocated 
from these funds for health purposes is $7.25 per student per 
school year. Special health fees have been established at 30% of 
the colleges with a health service. Total health budgets exceed 
$100,000 at 46 of the 1,157 colleges surveyed. 

A survey of student health services by Frank G. Dick- 
inson, Ph.D., and Everett L. Welker, Ph.D., for the 
years 1949 and 195047 contains information based on 
the replies of 462 colleges, which supplements the pre- 
ceding data. Among their findings were the following: 

Required health insurance for students by an outside carrier 
was rarely reported. Only 4% of the colleges required this cover- 
age, while 11% offered it as optional. Student health services are 
usually financed by a special fee (48%) or by a fee included in 
tuition or student fees (29%). 

Medical treatment for ambulatory student patients involving 
more than “emergency care only” was reported by 88% of the 
colleges. This service is most commonly provided by the health 
service staff (physician and nurse) and only rarely by outside 
physicians. 
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Some check on the health of new students is made by almost all 
colleges having college health services; 70 percent require a 
routine health examination and 25 percent accept a family phy- 
sician’s report instead. Follow up of defects thus discovered was 
reported by 63 percent of the colleges. 

A recent report which summarizes the discussions of 
a workshop devoted to employee and student health 
services#® reveals some interesting information con- 
cerning 15 university medical centers. The participants 
defined a health service “as an organization within an 
institution devotéd to some degree of preventive medi- 
cal care, health promotion, counseling, direct medical 
care, and research, which is practiced on a selective 
group of participants, and maintains high standards, 
with implications of good public relations and em- 
ployee fringe benefits.” Among the findings of the re- 
port were the following: 

Students in various specialties and disciplines, members of the 
house staff, employees of various schools, members of the facul- 
ties, employees of research institutes or of special facilities con- 
sidered part of the medical center, and, in some instances, vol- 
unteers rendering periodic service and dependents of students 
and faculty may participate in the program. (This listing does 
not imply universal inclusion, but rather various combinations). 

In some medical centers, the health service is identified with 
industrial health or occupational medicine. Thus, “In those areas 
where the wage structure is minimally scaled, greater latitude 
will exist in the inclusion of employees in the Service. When a 
Center adopts more of the administrative methods of industry, 
the Health Service will offer a program to the employees as a 
fringe benefit—in keeping with contemporary personnel relations 
—and the figure of an industrial health unit is given substance.” 

Students seeking admission to a professional or graduate 
schools are required to submit a report of a physical examination. 
This is accomplished most frequently by the physician of the 
applicant’s choice, or by the undergraduate campus health 
service, or occasionally by the health service of the medical 
center. 

Practice with regard to periodic physical examinations varied; 
some institutions examine students annually, using members of 
the resident staff who are paid on an hourly basis. Other institu- 
tions conduct a repeat examination in the fourth year when such 
reports are required as part of the interneship application. The 
workshop participants questioned the completeness with which 
this examination was made. Where the student does not receive 
his medical care from the health service, his own physician makes 
the examination. 

Fees to students vary from $4 to $30 per year for medical 
students as well as student nurses. 

There is a wide variation in medical services offered. Emer- 
gency care is provided by all health services, “but policies differ 
as to the extent of care for elective or static conditions.” Medical 
students tend to utilize the health service more frequently in 
their first year than later. 

Policies vary as to the duties of the health service physician; 
sometimes he is in charge of the student's illness during hospitali- 
zation; sometimes the attending physician, a full-time staff mem- 
ber of the university hospital, renders the medical care and sub- 
mits reports to the health service. 
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Medications are usually supplied to the student through the 
university hospital at cost, or they may be included as part of the 
fee. The exceptions may be expensive vitamin or cosmetic prep- 
arations. 

Prepayment for hospitalization represents one of the areas of 
concern to the health services. Some schools utilize Blue Cross 
and Blue Shield on a voluntary basis; if the schools were to pro- 
vide hospitalization, fees would have to be increased. “In a few 
Medical Centers it was the experience that the Blue Cross had 
collected in premiums as much as three times the hospitalization 
costs among the insured student groups. As the Blue Cross Plan 
adheres to a ‘standard’ experience pattern, the hospitalization 
needs of a student group, in a Medical Center with a Health 
Service, are viewed out of proportion to the usage figures. Other 
underwriters can provide a combined policy of hospitalization 
and surgical fee indemnification, at less than Blue Cross charges 
alone.” The author states, further, that “the thinking is turning to 
a fuller outside insurance underwriting of the student groups.” 

Immunization programs on a voluntary basis are considered “a 
primary function” of the health service. Such programs are “not 
compulsory, but the ‘volunteering’ is essentially of military 
styling.” 

The health service is regarded as a means of providing an 
opportunity for the student to “begin to feel an awareness of his 
own health behavior, and of the interrelationships between stress 
and physical response.” 

One center provides coverage for dependents of students and 
faculty. This school has 2,500 employees, 300 medical students, 
500 nurses, and 1,000 faculty members. By the fourth year, half 
of the students were married, as were 60% of the house staft. 
The service is extended to the families of full-time faculty mem- 
bers. House calls are made within a five block radius of the 
hospital; the services of a well-baby clinic are available, and 
discounts are offered on certain items, “This is provided without 
charge, but it is felt that, because of a certain amount of dis- 
satisfaction, there should be some subsidization of this medical 
care by the students.” 

There is some divided opinion as to whether an employee of 
the medical center should receive free medical attention, since 
academic and non-academic personnel have different rights and 
privileges. 

The health service provides medical care for occupational 
illness and injury, and periodic examinations are given to em- 
ployees. 

Several health services have created advisory committees rep- 
resenting various agencies in the medical center whose personnel 
are served by the health services. The committees may be com- 
posed of the deans of various schools, the business administrator, 
certain hospital department heads, and representatives of em- 
ployee and student groups. 

The director of the health service reports to the vice-president 
in charge of medical affairs, in the case of a single campus, or 
to the president, where smalier institutions are involved. The 
medical director may be responsible to the head of the center, to 
the director of the university hospital, or to the head of the 
department of preventive medicine. 

Some services are staffed by a part-time physician. Residents, 
who may work on an hourly basis or for experience only, assist 
in providing medical care. In some cases, fourth-year medical 
students work nights and week ends, with this type of duty 
classified as an externship. 

The participants in the workshop felt that “clinical records 
could be made more intelligent and meaningful.” The complete- 
ness and accuracy of records apparently varied according to the 
type of service in effect and the motivations for maintaining them. 
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V. CONCLUSIONS 


The committee has limited the scope of its survey of 
Student Health Service plans to a compilation of ‘per- 
tinent literature and representative views on this sub- 
ject. Attention is called to the fact that the Bureau of 
Health Education of the American Medical Association 
has studied, and is studying, various aspects of these 
programs. The resources of this Bureau and the benefits 
of its experiences and opinions were utilized in the con- 
sideration of this area of health care, 

Large numbers of students are dependent upon col- 
leges for their health care because in many cases they 
reside at a distance from their homes and, in other cases, 
the colleges are located in small communities with 
limited medical facilities. Medical care benefits, as well 
as housing facilities, educational grants and other ad- 
vantages are among the influences which affect the 
student’s opinion during his university training. The 
characteristics of the program to which the student is 
exposed, the quality of medical services, and the satis- 
faction derived by the student will have a decided influ- 
ence on his attitude toward medical care when he as- 
sumes his position in his community after graduation. 

The great variation in the characteristics, methods of 
operation, and scope of this large group of plans makes 
generalization and over-all conclusions very difficult. 
Without intending to deprecate the large amount of 
previous investigation and analysis in this field, it is 
apparent that much further consideration and study is 
required if definitive answers to the Commission's ques- 
tions are to be formulated. 


1. QUALITY AND QUANTITY OF MEDICAL 
CARE PROVIDED 


After inquiring into the nature and methods of opera- 
tion of these plans, as previously described, the com- 
mittee believes that the quantity of medical care has 
been increased by their existence. Since the quality of 
medical care is intimately affected by the wide variance 
in the characteristics of these many individual pro- 
grams, the committee has found it difficult to arrive at 


an over-all assessment and conclusion regarding the 
quality of medical care in these plans. 


2. LEGAL AND ETHICAL STATUS OF 
ARRANGEMENTS 


With respect to the effect of these third party mechan- 
isms on the patient-physician relationship and resultant 
medical care, the committee wishes to point out that the 
student-physician relationship under a student health 
service plan is transient and temporary. The personal 
physician is not entirely or permanently replaced, 

The nature of the committee's study of student health 
services has not provided adequate information to de- 
termine whether there is a tendency on the part of 
physicians participating in these programs to violate 
the Principles of Medical Ethics. 

Although some of these mechanisms utilize closed 
panels and involve compulsory participation by the stu- 
dent, the peculiar circumstances surrounding such care 
have resulted in the acceptance of many of these plans 
by local medical societies. Likewise, many programs 
containing similar characteristics in the Miscellaneous 
and Unclassified group and in industry have encoun- 
tered no serious criticism. 

Such plans, in and of themselves, do not appear to be 
encouraging the practice of medicine by educational or- 
ganizations, whether they be corporate or other forms. 
If, however, services were rendered to students by 
health service physicians for fees which were collected 
and used for the benefit of the educational institution 
then, in such cases, these plans would be encouraging 
the practice referred to above. It should be noted that 
these plans are largely departments of educational in- 
stitutions and are not legal entities, per se. 

The committee believes that the proper relationship 
between the medical profession and student health 
services should be one comprising study and participa- 
tion; encouragement and understanding, and consulta- 
tion and advice. 
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The Committee has traced the chronological devel- 
opment of several sections of the Principles of Medical 
Ethics and has reviewed certain actions of the House 
of Delegates and reports of the Judicial Council in rela- 
tion to those sections (Part II, Appendix G). 

When the Principles of Medical Ethics were first 
adopted by the Association in 1847 they contained a 
section which read: 


There is no profession, by the members of which eleemosynary 
services are more liberally dispensed than the medical, but justice 
requires that some limits should be placed to the performance 
of such good offices. Poverty, professional brotherhood, and cer- 
tain of the public duties referred to in the first section of this 
chapter, should always be recognized as presenting valid claims 
for gratuitous services; but neither institutions endowed by the 
public or by rich individuals, societies for mutual benefit, for 
the insurance of lives or for analogous purposes, nor any profesg, 
sion or occupation, can be admitted to possess such privileges. 
Nor can it be justly expected of physicians to furnish certificates 
of inability to serve on juries, to perform militia duty, or to 
testify to the state of health of persons wishing to insure their 
lives, obtain pensions, or the like, without a pecuniary acknowl- 
edgment. But to individuals, in indigent circumstances, such 
professional services should always be cheerfully and _ freely 
accorded. 

In 1912 the following statement was added to the 
Principles of Medical Ethics: 

It is unprofessional for a physician to dispose of his services 
under conditions that make it impossible to render adequate 
service to his patient or which interfere with reasonable compe- 
tition among the physicians of a community. To do this is 
detrimental to the public and to the individual physician, and 
lowers the dignity of the profession. 

It was at this time, probably, that a distinction be- 
tween ethical and economic principles began to come 
into focus. From 1912-1913 on, many of the actions of 
the House of Delegates and the reports of the Judicial 
Council reflect continuing efforts to view ethical and 
economic concepts from proper perspective. 

With the opening of the West, with the development 
of mining and logging camps, and the extension of rail- 
roads into the then remote areas came the problem of 
“contract practice” as the term is used and understood 
today. The Judicial Council report for 1913 contains the 
following statement: 

Surgeons and physicians are employed by these corporations 
partly as a matter of self protection that they may properly care 
for the accidents occurring in the transaction of their business 
and that they may be protected against unjust damage suits that 
are likely to occur... Besides this self defense of the company 
there is growing appreciation by large corporations that the 
better the health of their employees is protected, the better will 
be the results obtained in their work, and hence, while it may 
tend toward benevolent and socialistic ideas, it is really a ques- 
tion of economic efficiency. 

At the same time, “lodge practice” was popular. The 
Judicial Council reported in 1913 that “medical attend- 
ance in the lodges and fraternal and benevolent asso- 
ciations is a part of the inducement for the joining of 
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these associations.” And in the same year the Judicial 
Council noted: 

It is useless to struggle with “whereas” and resolutions against 
these economic facts. It is time for the AMA and its constituent 
bodies to look these facts squarely in the face, to accept them 
and by instituting fair control to see that justice is given to the 
members of the profession and that an equal social justice is 
given to the poor whose necessity demands this sort of service... 

In the 1920's complaints apparently became more 
numerous concerning the practice of medicine by cor- 
porations other than those mentioned in the previous 
paragraph. The reports of the Judicial Council seem 
to suggest that around this time some corporations or 
other lay groups, with altruistic intent, undertook to 
help the less financially fortunate by employing phy- 
sicians to render medical care to the recipients of the 
corporation's charity. But, the Judicial Council pointed 
out in 1930: 

When medical service is made impersonal, when the human- 
ities of medicine are removed, when the coldness and automa- 
ticity of the machine are substituted for the humane interest 
inherent in individual service and the professional and scientific 
independence of the individual physician, the greatest incentive 
to scientific improvement will be destroyed and the public will 
be poorly served. 

In the ensuing years the problem of medical practice 
by lay groups appeared to become more acute, The 
Council reported in 1932: 

...in increasing numbers physicians are disposing of their 
professional attainments to lay organizations under terms which 
permit a direct profit from the sale or salaries paid for their serv- 
ices to accrue to the lay bodies employing them. Such a procedure 
is absolutely destructive of that personal responsibility and rela- 
tionship which is essential to the best interest of the patient. 

Outstanding examples of these practices were said, 
by the Council, to include insurance companies admin- 
istering workmen's compensation benefits where the 
salaries or fees paid to the physicians by the insurance 
company were so much below the legal fees on which 
the premium paid by the industry furnished a large 
direct profit to the insurance company; hospitals which 
forbade their staffs of physicians to charge fees for pro- 
fessional services to house cases, but were themselves 
collecting such fees and absorbing them in hospital 
income; universities which employed full-time hospital 
staffs and opened their doors to the general public 
charging such fees for the professional care of the pa- 
tients as to net the university no small profit. 

In 1934 the Principles were amended to proscribe 
as unethical the exploitation of the physician by lay 
groups. And, although the 1912 amendment to the 
Principles, above, had been called “contract practice,” 
it was in 1934 that the Principles were amended to in- 
clude a definition of contract practice, and a statement 
regarding the ethical nature of “contract practice.” For 
the first time, mention was made in the Principles of 
“free choice of physician.” (In 1949 the phrase was de- 
fined in a separate section of the Principles). 
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The Principles were further amended in 1934 by add- 
ing a statement to the effect that inasmuch as groups 
and clinics are composed of individual doctors, the 
individuals thus united must individually observe the 
Principles. 

During the 1930's two further developments were 
noted; the increasing practice of medical specialties by 
hospitals through licensed employees, and the advent 
of prepaid medical and hospital care plans. In 1934 the 
House of Delegates adopted the Ten Principles for the 
guidance of medical societies in the formation and oper- 
ation of such plans. 

In all actions concerning prepaid medical care plans 
which have been reviewed by this Committee, the Asso- 
ciation has emphasized that all physicians participating 
in such plans should observe all principles of medical 
ethics. 

In regard to the practice of medicine by hospitals, the 
House of Delegates repeatedly declared that the med- 
ical specialties (radiology, pathology, anesthesiology 
and physiatry ) are the practice of medicine. One reso- 
lution adopted in 1947 by the House of Delegates ex- 
pressed the House's firm opposition to the encroach- 
ment by hospitals and other organizations on the private 
practice of medicine and stated that it was the policy 
of the House that all fees for medical services should 
be set by, and collected by or for, doctors of medicine 
rendering this service. It further stated that all policies 
and practices involving medical services be approved 
by the medical board or medical staff before being put 
in effect. 

From the earliest edition of the Principles, the solic- 
itation of patients was declared to be unethical. In 1949 
the Principles were amended by adding a section relat- 
ing to the relation of physicians to media of public 
information which differentiated solicitation of patients 
from the physician’s civic responsibilities having the 
purpose of improving the health and well-being of both 
the individual and the community. 

More recently, third party mechanisms have again 
become a concern and interest to the House of Dele- 
gates and the Association. During the past few years 
the Twenty Principles (1949); Guides for Conduct of 
Physicians in Relationships with Institutions (1951); 
Report of the Joint Committee on Hospital-Physician 
Relations of the Boards of Trustees of the American 
Medical Association and American Hospital Association 
(1953); Medical Relations in Workmen's Compensation 
(1955); Guiding Principles for Evaluating Management 
and Union Health Centers (1955)* and Suggested 
Guides to Relationships between State and County 
Medical Societies and the United Mine Workers of 


*Rev. 1957; new title: Guides for Evaluation of Management and Union 
Health Centers. 


America Welfare and Retirement Fund (1957), were 
adopted by the House of Delegates. 

In June, 1957 the House of Delegates adopted a re- 
vised version of the Principles of Medical Ethics which 
includes the statement that, 

a physician should not dispose of his services under terms or 
conditions which tend to interfere with or impair the free and 
complete exercise of his medical judgment and skill or tend to 
cause a deterioration of the quality of medical care. 


CONCLUSIONS 


A review of the chronological development of the Prin- 
ciples of Medical Ethics relating to Advertising, Groups 
and Clinics, and Compensation, and actions of the 

House of Delegates and the Judicial Council concern- 

ing them is the basis for the following conclusions: 

1. The federated, constituent medical associations com- 
prising the American Medical Association speaking 
through the A.M.A. House of Delegates have always 
been mindful of medicine’s obligations to the medi- 
cally indigent; 

2. They have consistently recognized the necessity of 
preserving the patient-physician relationship without 
interference trom a third party; 

3. They have repeatedly reiterated their belief that no 
direct profit should accrue to lay groups from the sale 
of the professional services rendered by physicians; 

. They have always held (and have recently reaffirmed 
in the 1957 Principles) that a physician may not in 
the best interests of his patient disnose of his services 
under terms or conditions which tend to interfere 
with or impair the full, free and complete exercise of 
his medical judgment or skill or tend to cause a dete- 
rioration of medical care; 

. They have maintained that the resolution of the mis- 
understanding arising out of the economic influences 
and ethical principles should be resolved locally. 
Your Committee would repeat the statements of the 

Judicial Council made in various years to illustrate the 

philosophy which has guided the Association in judging 

various developments and which underlies the profes- 
sion’s approach to all problems in which the practice of 
medicine is involved: 

The Judicial Council believes that... these societies should 
use their influence and power not to condemn the physician who 
must take the contract by ostracizing him but to prevent under- 
bidding for these contracts below what would give a fair reward 
for medical services rendered ... (1913) 

It is hoped that the public and those who have been misled by 
the promises of certain new forms of medical care will finally 
realize that any plan which destroys professional control over the 
quality of medical service will only result in a low grade of serv- 
ice which in itself may have so many potentialities for danger to 
health and life as the illness from which the individual seeks 
relief. (1938) 

Each case must be judged on its own merits after all the facts 
pertaining thereto are known. There are certain points, however, 
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which may be formulated which when present, one or more of 
them, definitely determine a contract to be unfair or unethical. . . 
1—When the compensation received is inadequate based on the 
usual fees paid for the same kind of service and class of 
people in the same community. 
2—When the compensation is so low as to make it impossible 
for competent service to be rendered. 
3—When there is underbidding by physicians in order to secure 
the contract. 
4—When a reasonable degree of free choice of physicians is 
denied those cared for in a community where other com- 
petent physicians are readily available. 
5—When there is solicitation of patients directly or indirectly. 


(1927 )+ 


#Re-adopted by the House of Delegates, 1957 Clinical Session. 
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The foregoing should lay to rest any assertions that 
the profession is insensitive to, and unaware of, new 
trends and developments in medical practice. Such de- 
velopments as occur, however, must contain safeguards 
and conditions which will respect the rights of physi- 
cians and patients both to render and to receive medical 
care of the highest quality. Toward this end, the pro- 
fession must continue to delineate those practices and 
conditions which would militate against the provision 
of good medical care and result in care of an inferior 
quality. The guides and statements which have been 
enunciated by the Association in response to local and 
national situations reflect the Association’s continuing 
concern with the maintenance and perpetuation of an 
ethic which is dedicated to the public interest. 
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RECOMMENDATIONS 


recommendations 


MISCELLANEOUS AND UNCLASSIFIED PLANS 


A. Those concerning activities of state and county 
medical societies. 

1. County and state medical societies should engage 
in a continuing review and study of those types of 
medical care plans which are included in the Miscel- 
laneous and Unclassified category. This study should 
include an appraisal of practices in the closed panel, 
direct service, type of medical care plans as well as 
similar practices existing in the occupational and 
non-occupational medical care fields. 

2. County and state medical societies should maintain 
active liaison committees in the medical care plan 
field in study, advisory and mediation capacities. 

3. County and state societies should consult competent 
legal counsel familiar with federal and state laws 
when controversial problems affecting medical care 
plans arise. 

4. Medical societies should exert more effective efforts 
to eliminate unnecessary and excessive use and 
abuse of medical care plan benefits by a small mi- 
nority of physicians. 

5. State and county medical societies must be alert to 
legislative activities concerning medical care plans 
in order that the welfare of the public and the pro- 
fession is served by sound legislation. 

6. County and state medical societies should be re- 
sponsive to any demonstrated needs in aiding in the 
establishment of mutually satisfactory mechanisms 
for the provision of good medical care to specific 
segments of the population requiring such service. 

7. “Free choice of physician” is an important factor in 
the provision of good medical care. In order that the 
principle of “free choice of physician” be maintained 
and be fully implemented the medical profession 
should discharge more vigorously its self-imposed 
responsibility for assuring the competency of physi- 


cians’ services and their provision at a cost which 
people can afford. 


B. Those concerning activities of the A.M.A. and med- 


ical care plans in general. 


. Appropriate facilities of the A.M.A. should be util- 
ized to conduct a continuing study of socio-eco- 
nomic problems and trends as they affect the devel- 
opment and operation of all medical care plans. 

Periodic surveys should be conducted in the med- 
ical care plan field to follow accurately changes and 
trends in various categories of medical care plans. 
Special attention should be given to the accumula- 
tion and use of health and welfare funds in the ex- 
tension of these prepaid heaith plans in order to 
observe their impact on medical practice. 

2.To permit valid comparisons, uniform criteria 
should be promulgated and applied to measure 
utilization of services in medical care plans. 

3. Improvements in coverage should be one of the con- 
tinuing goals of medical care plans. 

4. In an effort to decrease, or at least to prevent an in- 
crease, in the over-all cost of health care, medical 
care plans should strive toward the removal of the 
requirement of hospital admission as the only con- 
dition under which payment of certain benefits will 
be made. 

5. Medical schools should be encouraged to devote 
more teaching time to problems in the socio-eco- 
nomic field of medical care. 

6. Medical care plans should be encouraged to in- 
crease their efforts to provide health education and 
information concerning their plans to subscribers. 

7. Medical policy and medical administration of medi- 

cal care plans should be controlled by physicians. 
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Purely business functions may be handled by others 
who are employed for that purpose. 

8. Governing boards of medical care plans should in- 
clude physician representation. 

9. There is no unanimity of opinion as to the scope of 
service included in “comprehensive medical care,” 
and the use of the term is misleading. Medical care 
plans which claim to offer “prepaid comprehensive 
medical care” should clearly describe their exclu- 
sions and limitations. 


10. Each individual should be made aware of the pay- 


ment made by his employer for his medical care 
plan. 


11. Those who receive medical care benefits as a result 


of collective bargaining should have the widest pos- 
sible choice from among medical care plans for the 
provision of such care. 


12. Physicians should be encouraged to serve on advi- 


sory councils of medical care plans. 


13. Plans should confer with local and/or state medical 


societies before embarking on new medical care pro- 
grams. This will tend to prevent misunderstanding. 


14. Increased efforts should be made by appropriate 


facilities of the A.M.A. to develop information and 
to discuss controversial problems with sponsors of 
the plans as well as state or local medical societies 
and when requested by the parties concerned to de- 
velop effective mechanisms for resoiving disputes 
consistent with the policy of the House of Delegates 
and the autonomy of the constituent associations. 


15. The A.M.A. and its constituent medical societies 
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should increase their efforts to educate members as 
to the operation and function of medical care plans 
in order that the entire profession may be conver- 
sant with all the problems involved. 


16. The principle of “free choice of physician” should 


17. 


be applied as universally as is practicable. Each plan 
member should have the widest possible choice of 
physician. 

An appropriate committee from the A.M.A. should 
sponsor national and regional conferences with rep- 
resentatives of all parties concerned. Guides for the 
relationship between the medical profession and 
these third parties should be considered and devel- 
oped based upon recognition of the interests and 
obligations of plan members, physicians, and third 
parties, as enumerated in Section IV on “Third Party 
Relationships in Miscellaneous and Unclassified 
Plans” in the Report of the Committee on Miscel- 
laneous and Unclassified Plans. At such conferences, 
mechanisms and procedures should be agreed upon 
for resolving controversies which might exist be- 
tween the medical profession and these third parties. 
These mechanisms and procedures should be ac- 
ceptable to all third parties concerned and to the 
medical profession, and should be included in the 
guides, in so far as is possible. 

Such a course of action resulting from the Com- 
mission’s study should be given wide publicity so 
that all persons and organizations may become well 
acquainted with, and correctly informed regarding, 
the policies, beliefs, and constructive efforts of the 
medical profession in the medical care plan field. 
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recommendations 


MEDICAL SOCIETY APPROVED PLANS, INCLUDING BLUE SHIELD, 


AND PRIVATE INSURANCE PROGRAMS 


Since health insurance is the means by which the health 
care costs of a great and growing percentage of the pop- 
ulation is financed, its continued development and oper- 
ation are significant to the profession of medicine. In 
varying degrees nearly all physicians are affected by 
health insurance in their daily practice. 

The rapid and continued growth of health insurance 
justifies fully the foresight of the American Medical 
Association in creating the Council on Medical Service 
in 1943 to study on a continuing basis (among other 
matters) the broad aspects of these developments 
through the Committee on Prepayment Medical and 
Hospital Service. 

In view of the foregoing, and because health insur- 
ance probably will assume an ever larger role in the 
financing of health care costs, it is recommended that: 


. Since the preservation of the American system of pri- 
vate practice of medicine may well depend on the 
success or failure of voluntary health insurance in 
financing health care costs, it is recommended that 
the activities within the American Medical Associa- 
tion in matters relating to health insurance be ex- 
panded as rapidly as possible. 

Constituent associations and component societies be 

encouraged to create or expand their facilities for 

studying and dealing effectively with insurance pro- 
grams for financing the costs of health care. 

3. All appropriate measures be utilized to discourage 
insurance plans or programs that might encourage 
such practices which classify as hospital services 
those professional services which can only be per- 
formed legally by licensed physicians. 

4. The American Medical Association continue and en- 
courage constituent associations and component so- 

cieties to foster free competition among all legitimate 
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types of health insurers which preserve the private 
practice of medicine. 

5. Where constituent associations and component soci- 
eties choose to endorse plans or programs, the criteria 
established for recognition or approval should not 
impose conditions which preclude endorsement to 
any legitimate type of insurer. 

6. All insurers be required to adhere to the same code 
or standards of advertising and sales methods pre- 
scribed by the insurance regulatory authorities. Con- 
stituent associations and component societies elect- 
ing to approve, sponsor or endorse certain plans or 
types of plans should consider the withdrawal of 
such approval, sponsorship or endorsement when- 
ever such plan or program persists in false, mislead- 
ing, or deceptive advertising or sales methods. 

7. Physicians be ever mindful of their moral responsi- 
bility for charging fees based upon the intrinsic value 
of services rendered since the existence of insurance 
should alleviate the economic burden for the individ- 
ual and should not result in an increase in the cus- 
tomary or reasonable charge. 

§. Although encouraging progress is being made in the 
extension and improvement of insurance available 
for the protection of the aged, the impaired person 
and those living in remote areas, the American Medi- 
cal Association, constituent associations and compo- 
nent societies should continue to cooperate fully with 
insurers in their efforts to insure persons with special 
problems of coverage. 

9. All constituent associations and component societies 
maintain (to the extent not covered specifically under 
recommendation #2 above) active committees to 
meet with representatives of insurers and hospitals 
for consultation and the exchange of information on 
problems of mutual concern, the solution of which is 
in the public interest. 
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recommendations 


INDUSTRY PROGRAMS 


— 


. The committee recommends that immediate steps be 


taken to construct a program of active cooperation 
between the American Medical Association and the 
entire medical profession to resolve the problems 
mentioned in this report. 


2. The appropriate facilities of the A.M.A. should be 


utilized to implement and make effective the state- 

ment on Scope, Objectives, and Functions of Occu- 

pational Health Programs: 

(a) Within the medical and allied professions, 

(b) Within industrial management in industries of 
all sizes (National Association of Manufactur- 
ers, American Management Association, U. S. 
Chamber of Commerce, and their state counter- 
parts), 

Within organized labor through its medical ad- 
visors, union publications, top level meetings, 
etc. 

The purposes of this recommendation are to im- 

prove relationships between existing occupational 

health programs and practicing physicians; to elimi- 
nate unethical practices on the part of both; remedy- 
ing deficiencies and excesses in such programs; 
promulgating the advantages of close rapport be- 
tween industrial medical programs and county med- 
ical societies; to discourage combining plant and 
personal physicians; to encourage direct professional 
relationships between plant physicians and family 
physicians; to minimize the amount of definitive 
treatment for non-occupational conditions in the in- 
dustrial health programs; to encourage in every way 
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3. 


5. 


possible fair and honest dealing between private 

physicians and industry, and to encourage the estab- 

lishment of proper and adequate occupational health 

programs in industries of whatever size. 

The same appropriate facilities of the A.M.A. and its 

constituent associations and their component soci- 

eties should be utilized to implement and make 

effective the statement on Medical Relations in Work- 

men’s Compensation: 

(a) Within the medical and allied professions, 

(b) Within the International Association of Indus- 
trial Accident Boards and Commission, 

(c) Within the casualty insurance industry, 

(d) Within organized labor and management. 

The purposes of this recommendation are to rem- 
edy existing and glaring deficiencies in statutes and 
administration of the 54 workmen’s compensation 
jurisdictions; to bring sound medical judgment to 
bear on their decisions and administration; to assure 
free choice of physician as described in the above 
statement, and to assure prompt restoration to gainful 
employment in all possible cases. 


. We recommend that industrial physicians be urged 


to place their medical findings in the hands of an 
employee's personal physician when requested by 
that physician and his patient. 

The Board of Trustees should continue to encourage 
and support the Council on Industrial Health and the 
Council on Medical Service in their on-going pro- 
grams of research, investigation, and education. 
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recommendations 


STUDENT HEALTH SERVICES 


Continued and intensified effort on a national level 
is urged to cope with the changing problems in this 
field. The committee recommends also that close liaison 
with these plans be maintained by local medical soci- 
eties to the end that suitable health programs and stu- 
dent health education may be developed and perfected 
in keeping with local practice and policies. 


It is suggested further that the American Medical 
Association intensify its activity in this field in order to 
keep the medical profession informed of developments. 

The proper relationship between the medical pro- 
fession and student health services should be one com- 
prising study and participation; encouragement and 
understanding, and consultation and advice. 
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